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ALASKA MINERAL LEASING 


FRIDAY, JUNE 19, 1959 


U.S. Szenatz, 
SuscomMItTeEs on Pustic Lanps or THE 
on InTERIOR AND INSULAR AFFAIRS, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 10 a.m., in room 3110, 
New Senate Office Building, Hon. Ernest Gruening, presiding. 

Present: Senator Gruening. 

Also present: Senator Bartlett. 

Staff members present: Stewart French, chief counsel, and Nell Mc- 
Sherry, clerk. : 

Senator Gruznine. The meeting will please come to order. __ 

This is an open public hearing by the Subcommittee on Public 
Lands of the Senate Committee on Interior and Insular Affairs. Sen- 
ator O'Mahoney, of Wyoming, is the chairman of this subcommittee, 
but he has prior commitments that make it impossible for him to be 
here. Therefore, he has asked me to serve as chairman of these hear- 
ings. The bills before us this morning, three in number, all concern 
the development of the mineral resources of the State of Alaska. 
The first is S. 1855, a bill to increase the amount of acreage of Federal 
lands a person may hold under lease or option in the State. 

Present limitations are 100,000 acres for Federal leases and 200,000 
acres for options. | 

S. 1855, which I introduced for myself and the senior Senator from 
Al the Honorable E. L. Bartlett, would increase the acreage that 
can be held by an individual, association, or organization under lease 
and option, combined, to 1 million acres for bo of holdings. I 
am certain the hearings this morning will show the need for such an 
increase as this in view of Alaska’s tremendous size and the difficult 
and expensive conditions of mineral development there at present. 

The second bill we hope to consider this morning is S. 1723, which 
would increase the number of acres of Federal coal lands that may be 
held by any one person to 30,720. The present limitation is 2,560 
acres. I also red this bill. , 

Our third measure is S. 1412, which amends our admission act to 
give the State of Alaska 5 years from the date of admission within 
which to select lands which may be under Federal mineral lease. 

The first witness this morning will be the senior Senator from 
Alaska, Senator Bartlett. 

Senator Bartlett, I do not know in what order you wish to testify. 
We are ing somewhat under the handicap that a number of our 
witnesses are testifying over on the House side. And while to 
proceed in an orderly manner we should complete the testimony on 
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each of these bills separately, I think it may be necessary to have the 
witnesses testify on all the measures consecutively, and then when the 
record is typed or printed we will be able to separate their testimony. 

So would you be kind enough to present your testimony on the first 
bill on the agenda, S, 1855. 


[S. 1855] 


STATEMENT OF HON. E. L. BARTLETT, A U.S. SENATOR FROM THE 
STATE OF ALASKA - 


Senator Bartnerr.: Thank you, Mr. Chairman. 

Since it is my desire to generate a: friendly attitude on your part 
toward:this desirable legislation, I shall be guided by whatever rec- 
onimendations you care to make as to order of presentation. 

_o Senator. Grupnine,: I think we all. agree that, these are’ desirable 
measures; for Alaska, and we hope iain enough testimony so 
that we can go before the Senate with a good record to. indicate how 
desirable they are. . 

-. Senator -Barriert, ‘Well, I would. say, before I present. a. general 
statement, Mr. Chairman, that some of this proposed legislation is 
by way. of. being essential; and all of it, in my: judgment, is.desirable. 
I welcome the opportunity to testify on these several bills. . 

-, dn my opinion, the existing acreage restrictions affecting coal, oil, 
and:gas leaseholders in Alaska are hobbling the new State in its race 
tothefuture.. gat : 

., These restrictions should be liberalized. In many other legisla- 
tive areas, after all, Congress-has not failed to write its awareness of 
peculiar economic conditions in Alaska into positive, sensible law, 
Congress has an.opportunity, by passing S. 1855, and S. 1723, again to 
use a commonsense approach to conditions affecting development. of 
minerals in Alaska. 

Senator Irene J. Ryan, chairman of the Resources Committee of the 
Alaska Senate—and who, incidentally, was the first woman. to grad- 
uate in geology and petroleum engineering, I believe, from the Uni- 
versity of New Mexico—wrote to me about these matters on June 9. 
I would request, Mr. Chairman, that Senator Ryan’s letter be printed 
in the record. 

»; Senator Gruenine. It will be printed. - 

(The letter from Senator Ryans as follows:) 
gf: a "2 ANCHORAGE, ALASKA, June 9, 1959. 
Senator B. L, Bartrert, 

Senate. Office Building, Washington, D.O. - 

Dear SENATOR BaRTLETT: I am pleased to learn that the Subcommittee of 
Interior in the House is taking up consideration of some legislation that we feel 
is vital to Alaska. Of these, HR, 6430 and 8. 1412 are companion bills intro- 
duced by you to correct the Statehood Act, which at the present time’ prohibits 
the selection, of land by Alaska where leases for oil and gas have been issued 
after July, 23, 1958. The Legislature of the State of Alaska -passed a joint 
Yiemorial requesting this corrective legislation and I, as a member of the State 
senate and chairman of the resources committee,'am extremely hopeful that 
these bills will pass both Houses in this session of Congress. The lands that 
have'been and are being eliminated from selection by the State are areas where 
ghee surface use and future value for the expansion of our. economy is 
‘3.4728 increases the acreage limitation On coal ‘leases to-a figure that’is more 
realistic when consideration is given the required exloration and development 
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programs needed to economically justify. a coal mining program: This yery 
important legislation would be of great assistance now becausé a number of 
latgé and experienced coal mine operators are considering the development of 
Alaskan coal for the export market. 

H.R. 6940-and S. 1855 are also conipanion bills. These would increase the 

acreage limitation on oil and gas leases from 300,000 acres to, 1. million acres in 
Alaska; only. . Alaskans support the passage of this legislation as soon as possi- 
‘ple because they feel it will bring increase in revenues for. the operation of the 
State’s government. Many of the major oil companies and aggressive, inde- 
pendents: would increase their present: Alaskan exploration and prospecting pro- 
grams if they were permitted. to hold.1 million acres in the State. The impor- 
tance of this legislation can be further realized when the area of Alaska is com- 
pared with that of the other public-domain Western States. Not only does 
Alaska equal in area some four Californias, but it also includes an estimated 
120 million® acres “within- ifs boundaries of land that is feasible for oil and gas 
exploration. Of this, 37 million acres has been covered by lease'offers and many 
of the companies have saturated their:present allowable acreage without. being 
sable to. cover more than one or two of ‘the potential basins: iI-am:a petroleum 
geologist:;and: recognize the: problems and cost involved in exploring thése vast 
‘areas. » The geological.and geophysical surveys required for initial exploration 
and: valuation: are: extensive and: may cost $2 to $20-an-aecre- before a drilling 
program can be adopted. To underwrite and justify these extensive explora- 
tion program larger acreage holdings are needed. 
_ It is obvious that in an area the size of Alaska, 1 million acres represents 
less than one-fourth of 1 percent of the total’ available acreage and certainly 
does not give a single operator an opportunity to be monopolistic. Furthermore, 
‘the ‘several. widely separated potential basins in Alaska would -result in, dis- 
persed. selections. 

I would also urge passage in this session of H.R. 3263 which was introduced by 
Representative Wayne Aspinall: This bill would increase to 50 cents a year the 
rental ofa ledse and eliminate the presént provision which forgivés the rental 
for thé second and third years... During the last session of the legislature the 
State land law was .passed,and under this law the minimum annual rentals 
were established at 50. cents for uplands and $1 for tidelands. Furthermore, 
the rental is collectible for every year. During the hearings on this bill the 
members of industry as well as the general public indicated their approval. 
HR. 3268 would bring the Federal requirements to equal those of the State, 
and again this is an important bill because of the revenues that would accrue 
to the State. There are 14 million acres in offers pending on which leases have 
not yet been issued, and if this legislation were passed in time it would assure 
additional millions in revenue. 

As chairman of the resources committee of the State senate and as an Alaskan, 
I would urge the early consideration.and passage of the legislation. . 


Very truly yours, 
' Senator Irene BD. RYAN. — 


Senator Bartierr. I note that she points out, with pencil reference 
to S, 1855, that: 

Not only does Alaska equal in area some four Californias, but it also includes 
an estimated 120 million acres within its boundaries of land that is feasible 
for oil and gas exploration. Of.this, 37 million acres has been covered by lease 
offers and many of the companies have saturated their present allowable acreage 
without being able to cover more than one or two of the potential basins. —. 

Now, Mr. Chairman, I would like to turn to my specific comments 
on some of the legislation before the committee. 

Before doing so, I should like to hand you, preferably for incor- 
poration in the record, but at least for inclusion within the files, 
a copy of a telegram from Mr. Robert A. Baker, senior vice president 
of the First National Bank of Anchorage, in which Mr. Baker en- 
dorses S. 1855, and a tele eran or a radiogram, rather, from the. Hal- 
bouty, Alaska Oil Co. at Anch ,,on the same subject. 


_ Senator Grurnine. They will ‘included i in the record. 3 
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(The telegram and radiogram are as follows:) 
ANnomoraGE, ALASKA, Jume 18, 1959, 
Hon. B. L. 
Senate 


BARTLETT, 
Office Building, Washington, D.C.: 

Urge passage of Senate bill 1855 which allows for increase in allowable 
oil lease acreage. I am informed this legislation will result in increased oj] 
exploration in Alaska. The oil industry promises to bring Alaska a stable 
economy. 


First NaTionaL Bank or ANCHORAGE, 
Rosrerrt A. Baxter, Senior Vice President, 


AnomoraGE, ALASKA, June 18, 1959. 
Senator 


BaRTLetTt, 
Senate Office Building, Washington, D.C.: 

Strongly urge you to give utmost support to bill increasing acreage limitation 
on Federal oil and gas leases in Alaska, Present limitations wholly unrealistic 
in view of extreme size of your State. Orderly development of Alaska oil 
potential will be greatly enhanced by increasing the limitation now imposed, 


: Hatzoury AuaskKa On. Co. 


Senator Barrierr. Mr, Chairman, I will now proceed with my 
statement. 

There can be no dispute that Federal oil and gas leasing policy 
must be directed primarily toward the development of the national 
oil and gas resource. Such development is especially important in 
view of the world situation today, particularly with reference to the 
oil-rich but crisis-ridden areas. Sur economic and psychological 


strength and, indeed, our very survival, will depend in large measure 
=. gow mu progress we can make toward self-sufficiency in vital 


Existing mineral leasing law in Alaska must be appraised, then, 
with this criterion in mind: Is the existing law the best law ible 
for the development. of oil and gas resources in Alaska? Clearly, 
Mr. Chairman, the answer to that question is no. Every witness 
here today, including the representatives of the rtment of the 
Interior, 1s here to testify that the existing law, limiting oil and gas 
lessees to 100,000 acres in Alaska and optionees to 200,000 acres, is 
impeding the development of the Nation’s oil and gas reserves located 
in the State of Alaska. | 

for the conceded ee of existing law are numerous. 
An examination of the problems of oil and gas development in 
Alaska reveals vast differences from the problems of such’ develop- 
ment in the other Western States. These vast differences require 
different legislative treatment, as a matter of commonsense. 

To enumerate a few of the differences, let me point out that 60 

rcent of the “open” public land for mineral leasing in the United 
Beates is.in a single State—Alaska; that Alaska contains about twice 
as much leasable acreage as is available in all of the eight Western 
States; that Alaska has virtually no acquired lands, so that-land can- 
not. be leased in Alaska pursuant to the Acquired Lands Act. As 
practical matter, therefore, we have an uncontrovertible paradox: 
special conditions, including size, relative remoteness, and weather, 
make larger lease and option acreage maximums desirable in Alaska, 
but the practical existing maximum of 300,000 acres in the 49th 
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State is smaller than the practical existing maximum in the other 
States, where land can be leased a to the Acquired Lands Act. 
‘What all of this means, Mr. Chairman, is that an acre of federally 
owned land in Alaska has much less chance of development than an 
acre of federally owned land anywhere else in the United States. It 
js that situation which S. 1855 is designed to rectify. 

Now there is a second aspect of Federal mineral lease policy, in ad- 
dition to development of resources. This second 0 with which 
Jam in complete accord, is the prevention of monopoly. In my view, 
Mr. Chairman, S. 1855 presents no danger of monopoly. At least 
125 million acres of potentially oil-productive land exist in Alaska. 
Even if the theoretical maximums were leased under S. 1855, there 
would still be no danger of monopoly. Instead, there would be true, 
meaningful competition in a developing area of the Nation. Pas- 
sage of S. 1855 will permit firms, large and small, which have hold- 
ings SeCeer IE the statutory maximum under existing law, to ex- 
pand their holdings for further development. Present costs of de- 
velopment are discouraging, particularly to small firms and to indi- 
viduals. Passage of S. 1855 will offer r reward to organiza- 
tions and persons having limited coutal and will reduce unit costs 
of development. In this connection, Mr. Chairman, the support of 
some 30 independent operators for S. 1855 is noteworthy. 

The testimony by the representative of the Department of the In- 
terior yesterday in hearings before the House Committee on Interior 
and Insular Affairs which is considering identical legislation, was, as 
reported to me, an acknowledgment of special conditions in Alaska 
that require special treatment in the national interest. Indeed, the 
Department proposed that the ac: limitation be liberalized in the 
area north of the Brooks range. ere is no dispute, then, in prin- 
ciple, but merely a Trent question of what kind of provision to 
meet conditions in Alaska will serve best the national interest. The 
objection voiced yesterday to the House companion bill to S. 1855 was, 
I am told, that liberalizing the acreage limitations will not solve the 
national problem of oi] development, because acres could be held under 
lease and not developed. Such an objection, I submit, does not go to 
the desirability of changing the acreage limitation, but to the possi- 
bility of other legislative approaches su arene, 28 1855. 

In summation, I would say this, Mr. Chadeiat islation along 
| the lines of this bill is desirable, will be helpful to the national in- 
terest, will be tremendously helpful to the interest of the State of 
Alaska, which is looking forward so hopefully, in a governmental 

as well as in other respects, to the opening up of these oil lands 
for the benefit of the State treasury, which means the benefit of the 
people of Alaska. 
ow we have a situation the practical effect of which is that less 
land can be leased in Alaska than in any other State. And obviously 
this is not in the public interest; considering the factors relating to 
Alaska, the ial factors which I previously mentioned. 

A study of the map at the other side of the table, Mr. Chairman, is 
a revealing experience. It demonstrates indisputably that the Fed- 
eral Government itself “thinks big” in deciding upon its own land 
needs, real or believed, in the State of Alaska. You will note the 
substantial areas colored in orange. Those areas which are ma 


42515—59 2 






Die 
ble 






J 
'° 












































6 ALASKA MINERAL LEASING 


out in orange cannot be taken under oil or leases. They are al. 
ready reserved by the Federal Government for the Federal Govern. 
ment. 

Now I call to your attention the area in far northeast Alaska, where 
the Federal Government proposed to set aside some 9 million addi. 
tional acres of land as a wilderness area. Down near Fairbanks the 
Department of the Army recently asked for still another reservation 
of over 600,000 acres. 

I mention these facts, Mr. Chairman, only to show that where 
Alaska land problems are concerned, we must deal in sizable amounts, 
It is my conviction that 1 million acres is not too large an amount 
to go under oil and gas lease in such an area as Alaska, when we con. 
sider that the hazards of going there and: prospecting for oil, and the 
expense of doing so, are so very : 

he people in Alaska desire this broadening of their opportunities 
in development of their mineral resources. 

And now, Mr. Chairman, may I offer for the record a statement 
submitted by Mr. Charles W. Barnes of Anchorage, a most knowledge- 
able oil operator, in support of S. 1855? 

Senator GRuENING. tt will be received and placed in the record. 

(The statement submitted by Mr. Charles W. Barnes is-as follows:) 


STATEMENT OF CHARLES W. BARNES, ANCHORAGE, ALASKA 


" My name is Charles W. Barnes. I request permission to enter this written 
statement in the record inasmuch as I am unable to attend these hearings. I 
am a partner in the Alaska Abstract Service, the Alaska Scouting Service, and 
copublisher of the Alaska Petroleum Directory. I am making this statement 
on behalf of these companies whose primary business is service to the oil and 
gas industry through oil and gas publications and through the examination of 
Federal records. 

I would like to state that I fully support S. 1855 which would raise the acreage 
limitation in Alaska to 1 million acres from the present 100,000 acres and would 
also eliminate the distinction between leases and options. I believe this meas- 
sure is vitally necessary in order to facilitate oil and gas exploration in the 
new State. I have been identified with oil and gas activity in Alaska since 
1953 and it is my observation that exploration and exploratory drilling has been 
slow in developing due to the unreasonable limitation upon the amount of acre 
age which can be acquired by any operator. The large area of the State which 
is classified as possessing petroleum potential dictates that an oil and gas 
company be allowed to assemble large blocks in widely scattered areas. - This 
eannot be done effectively under the present limitation.. While it is true that 
acreage limitations can be avoided by the working out with the Department of 
the Interior of a development contract, this approach is a long and tedious one 
involving many: conferences with Federal officials. ‘I-do not believe it is a prac- 
tical approach to the problem. The new State of Alaska has récognized this 
difficulty. and in the Alaska Land Act has proyided for such an acreage limita- 
tion of 1 million acres divided between uplands and tide and submerged lands, 
However, the benefits of this legislation insofar as uplands are concerned will 
not be felt immediately since the State must first select lands in order for 
the ‘State quota to be applicable. Further, at the present time the. State is 
limited in its selection of leased lands to those under lease as of July 7, 1958: 
It is anticipated that State selection will be a slow process because of the 
problems inherent in the task. This is an additional reason for the Mineral 
Leasing Act to be amended now to permit the holding of 1 million acres. 

- For the foregoing reasons, therefore, I.strongly urge enactment of S. 1855. 
Please express my thanks for the opportunity to present this statement before 
the subcommittee, en ; - 


. Senator Gruenina. Senator Bartlett, would: you say that a bill like 
$,.1855, to amend the Mineral Leasing. Act: of 1920 to increase the 
acréage for oil leasing to a million acres, would ultimately result in 
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penefits to the Federal ee and would, to an administration that 
is eager to balance the budget, but is perhaps not able to do so, bring 
material aid ? 
Senator Barruerr. Yes. As an ardent. budget balancer, I would 
say this: That is ultimately might cause a state of mind to arise 
looking into the distant future. I do not think it will be so, Mr. 
Chairman. I think this will come about much faster than any of us 
night predict at this time. 
nator GruENING. Now, Senator Bartlett, I have received this 
morning, just a few minutes ago, the report of the Department of 
Interior on S. 1855. The Department has been conspicuously slow in 
making these reports. We have had to prod it wea This one 
has just arrived. And I think it desirable for the purpose of this 


hearing that it be read into the record at this point, so that those 
present may know what the attitude of the Department is and we 
may be able to discuss it. 

This comes in the form of a letter to Senator Murray, dated June 
18, 1959, and I will read it: 


U.S. DEPARTMENT OF THE INTERIOR, 
Washington, D.C., June 18, 1959. ~ 
Hon. JAMES BE. MuRRAyY, 
Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 

DeaR SENATOR Murray: This is in reply to your request for the views of this 
Department on S. 1855, a bill to amend the Minera) Leasing Act of 1920 in 
order to. inerease certain acreage limitations with respect to the State of 
Alaska. 

We recommend that S. 1855 not be enacted. 

‘Section 27 of the Mineral Leasing Act of February 25, 1920 (41 Stat. 4387, 
448), as amended (30 U.S.C., sec. 184), establishes limitations upon the acreage. 
which may be held under mineral lease within each State. Oil and gas leases 
not exceeding. 46,080 acres in the aggregate and options covering not more than 
200,000 acres may be held in any one State, except Alaska. The statute provides 
that in the “Territory of Alaska” 100,000 acres may be held under oil and gas 
lease by a single party, though it is treated in the same fashion as other States 
with respect to acreage under option. S. 1855 would bring the terminology of 
the statute up to date by substituting the word “State” for “Territory.” Of a 
substantive nature would be the increase in the acreage limitation applicable to 
Alaska from 100,000 acres to 1 million acres. However, in determining acredge 
under the new limitation options and leases would be considered together. . 

.That climate and terrain make oil and gas development more difficult in 
Alaska than elsewhere and that oil and gas exploration and development in 
Alaska involve gréat cost and difficulty have long been recognized. For this rea- 
son there have been included in the Mineral Leasing Act,:-from time to time, 
various provisions intended to place Alaska in a better competitive position with 
respect to other States, and one of these is the present statuory provision per- 
mitting a party to hold more land in Alaska than elsewhere. On the other hand 
some of these more liberal provisions have been repealed by section 10 of the act 
of July 3, 1958 (72 Stat. 322,324). We recognize that oil and gas development 
in Alaska continues to be more costly and difficult than in other States... Never-. 
theless, we do not believe that a general increase of the acreage limitation as-pro- 
posed by S. 1855 would be helpful or desirable. : 

, We believe that Alaska may be appropriately divided into two areas for oil 
and gas purposes. The land lying between the Brooks Range and the Arctic 
Ocean, that.is, roughly the land covered by the present Public Land Order No. 
82, presents a different problem from the rest of Alaska. There is little devel- 
opment in it at the present. time and indeed there are governmental restrictions 
preventing development in most of this area now.’ However, that area ‘appears 
to give promise for future oit'‘and gas development albeit at ‘even greater:expense’ 
than in' the southern portion of Alaska. Because of the extreme. weather. condi-; 
tions and the difficulty of access, the special inducement for its development af- 
forded by a separate acreage limitation appears to be justified. Accordingly, we 
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recommend that the area north of the Brooks Range be treated separately from 
the rest of Alaska as far as acreage limitations are concerned, and that acreage 
limitations be established for that area alone similar to those now imposed on the 
whole of Alaska. ke ‘ : 

South of the Brooks Range, and particularly if interested parties holding land 
under oil and gas lease do not feel: compelled to:reserve a portion of their per. 
missible acreage for new exploration north of the,Brooks Range, we see no need 
for any alteration in the present law. Under section 17(b) of the Mineral Leas. 
ing Act of February 1920, as amended (30 U.S.C. sec. 226e), the Secretary of 
the Interior is authorized to approve cooperative or unit plans of development or 
operation and operating, drilling, and development contracts, Land held under 
such a plan or contract is excluded in the computation of allowable acreage under 
section 27 of the act. Section 17(b) states that such plans may be entered into 
“for the purpose of more properly conserving the natural resources of any oil or 
gas pool, field, or like area,” and experience has shown that such plans and con- 
tracts which contain specific development requirements tend toward greater devel- 
epment than does the mere holding of acreage under lease. To permit a party to 
hold more than 100,000 acres under lease and 200,000 acres under option with no 
specific requirements for development would tend, we believe, to weaken the 
present motivation toward entering into such plans and contracts. This would 
be unfortunate, and, as far as we know, there would not be compensating ad- 
vantages. If other parties bring to the attention of the committee and the 
Congress justification for the enactment of such a bill as S. 1855, we would be 
pleased to review our findings. However, at the present time we know of no 
reason for such a change in existing law as that proposed by this bill. 

Since we are informed that there is a particular urgency for the submission of 
the views of the Department, this report has not been cleared through the Bureau 
of the Budget and, therefore, no commitment can be made concerning the rela- 
tionship of the views expressed herein to the program of the President. 

Sincerely yours, 
Eimer F. BENNETT, 
Acting Secretary of the Interior. 


Senator Gruzntnc. Now, Senator Bartlett, you see that the De- 
partment renders an adverse verdict through the Under Secretary. 
And I wonder whether you have any comments on this. 

Apparently, the Department is not fully convinced of the sound- 
ness of its views, because it says, in the course of the letter: 

If other parties bring to the attention of the committee and the Congress 
— for the enactment of such a bill, we will be pleased to review our 

Well, I do not see any reason why the parties present at this hear- 
ing cannot bring forth such justification. : 

ator Bartiett. I should like to comment on this, Mr. Chair- 
man. I had not previously seen nor heard read the report. 

Senator Gruenine. Well, that was becausé it was just received a 
few minutes ago, Senator Bartlett. 

Senator Barttert, In the first place, I would say that the Interior 

ent’s proposal is unsatisfact for several reasons. 
the main, it would put the main bod of Alaska in @ position 
not so favorable as possessed by the other States in respect to oil and 
gas leases. I so interpret the report. 

In the second place, it seems to me that the conclusion of the In- 
terior Department, in seeking to draw this imaginary line north of 
the Brooks Range, is rather arbitrary. I do not know exactly on 
what premises that conclusion might be based. 

Again, I want to refer to the fact that, although it seems to me 
that you and I in this bill are dealing with rather moderate acreages, 
this 1s not always the case, to repeat, with the Interior Department. 
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And my. eyes’ keep going: back to that portion of the map on the 
chart ate out 4 yellow in the northeast. corner of Alaska, where 
it is prenoeed to include a wilderness area of 9 million acres. And 
that would be thus withdrawn from the public domain, 

One of the’ effects—there might be many desirable ones—would 
be thatthe State of, Alaska would have to ante up $600,000 addi- 
tionally for roads. If this area were not constituted, that $600,000 
contribution would be made by the Federal Government, acknowledg- 
ing that to be a part of the public domain. 

ow, Mr. Chairai, T think that we can pois up, with a con- 
siderable d of validity, that all is not milk and honey south of 
the Brooks Range, because down in the Yaka region, along the 
Gulf of Alaska, we have the experience of the Phillips Petroleum Co., 
which expended some $8 million drilling unsuccessfully for oil. In- 
comparably higher costs were encountered than would have been met 
anywhere else in this country. But nevertheless, these peorks per- 
severed to the extent of $8 million, or so rumor has it. e figures 
were never disclosed by the company. 

And then in the Alaska Peninsula much more recently, Humble Oil 
Co., which must be a very large and well-financed concern, drilled a 
single hole, and we are told that no oil was found there, which is 
asserted, by way of rumor, again, to have cost more than the United 
States paid Russia for Alaska, namely, more than $7,200,000. 

So it is not that these oil companies go into any section of Alaska 
assured of success. Indeed, the contrary is true, because only one con- 
siderable discovery of oil has now been made, and a good many mil- 
lions of dollars, in addition to those which I have sirtigdly reported 
to you, have been spent unsuccessfully. It seems to me, in view of all 
the considerations, in view of what the Federal Government recog- 
nizes by grabbing for more and more land, we are not asking for too 
much when we ask that this bill be enacted. 

Now, what is the situation? ‘The colored areas of that map, we 
see, represent only a part, a portion, of the reserved Federal holdings 
in Alaska, because almost 100 million acres are withdrawn and re- 
served by the Federal Government. 

I note the presence in the hearing room at. this: moment of an 
Alaska oldtimer, an Alaska sourdough, a.man who with the other 
members of his family was long.associated with Alaska, Mr, Ralph 
Lomen, who has expressed a. laudable interest in seeking to discover 
what tin, resources might be found un Seward Peninsula in the general 
area which I will describe as that of Nome. For some years we have 
sought to promote a domestic tin incentive program; so that it might 
be discovered what quantities of tin could ound there. You and 


Chairman Murray and.I have introduced a bill in this Congress, S. 
1957, seeking, to establish such a program, y . 
This report of the Interior Department is part of the whole pattern, 
a desire on the part of so many to promote petty economy rather than 
the development of Alaska. As you so properly stated, Mr Chairm 
e 


the bills immediately under consideration will not cost the F: 


Government money, but on the other hand will add to its revenues. 
Senator Gruentne. Senator Bartlett, does that not strike en that 


there are some striking contradictions: here in the report of the De- 
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partment of the Interior? In the beginning of the last paragraph 
on page 1, the letter states: 

‘That climate and terrain make oil and gas development more difficult in 
Alaska than elsewhere and that oil and gas exploration and development in 
Alaska involve great cost and difficulty have long been recognized. 
Nevertheless, the report is adverse to an increase, except in this north- 
ern area, where it says: 

Because of the extreme weather conditions and the difficulty of access, the 
special inducement for. its development afforded by a separate acreage limitation 
appears to be justified. . 

T note your very pertinent comments that all is not milk and honey 
south of the Brooks Range and north of the Alaska Range. Does it 
not occur to you that ibly the individual who dra this report 
had no firsthand knowledge of those conditions in Alaska ? 

_ Senator Bartierr. Well, of course, I do not know who wrote the 
letter.. It was probably the work of many hands, in furtherance of 
policy announced. I would say, though, in dwelling upon that sen- 
tence that you read, that it seems to me to have a great significance, 
because it concludes with the words that oil and gas development “in- 
volve great cost and difficulty, which have long been recognized.” 

- But it occurs to.me,.Mr. Chairman, that that is one of our difficulties 
on the Alaska scene. We RRPnE Aine the special circumstances and the 
special conditions, all of us, including our friends down at the Depart- 


ment of the Interior, but that about winds it up. Recognition is 
given, but nothing is done. 

- Senator. Gruenine. There seems to be a difference of opinion be- 
tween officials in-the Department of Interior as to this legislation, 
something which those of us who are farmiliar with bureaucratic pro- 


cedure have discovered before. . i 

Now, on June 5, Senator O’Mahoney, who is the chairman of this 
subcommittee, was questioning Mr. Woozley, the Director of the Bu- 
reau of Land Management, on the subject of acreage limitation, and 
Senator O'Mahoney said : 

What do you think about the amount of land that should be carried under 
options and leases. Do you have in mind a maximum limitation? 

' AndMr. Woozley, the Director of the Bureau of Land Management 
of the Department of Interior, replied: 

- I think, Senator, that as far as the States other than Alaska are concerned, 
the present limitation has proved satisfactory, the 46,080 and the other making 
a total of 246,000. I am not so sure that with the present acreage available in 
Alaska that the present option is realistic. 

- Senator O’Mahoney then said: 

" As a matter of fact, you think it probably is not realistic. — 

Mr. Wooztey. That is true. I think with the tremendous acreage involved in 
Alaska there probably should be some realinement for that. 

Senator Bartterr. The only thing to do, Mr. Chairman, is to have 
all of the other high officials of the Interior Department leave town so 
that Mr. Woozley may. become Acting Secretary. He then could 
write a different report. 

_Senator Gruentne. Now, in addition to the climatic factors, there 
are some other factors with which those who know Alaska‘ are fami- 
liar, and that is the absence of roads. I have here a letter written 
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by a geologist named: Waring Bradley, with whom we are acquainted, 
ie Senator O’Mahoney, on May 5, commenting on this bill. And I 


will read the pertinent sentences and then have the letter introduced 
in the record. 


As a geologist and independent oil operator, I- have been active in Alaska 
doing geological work for other independent oil operators and myself since 1955. 
Alaska is.so.vast and so remote and so unexplored geologically that very ex- 
pensive and time consuming field work must precede any serious leasing and 
development program, and be followed up by even more expensive geophysical 
work and drilling. 

In most of Alaska, roads are lacking, and the preliminary geologic work 
requires the use of helicopters and float planes— 


a situation which obviously does not obtain in many States— 


The cost of maintaining a geologic party in this preliminary work ranges 
from $800 per day up to $3,000 per day, depending on the size of the party and 
location in Alaska. Only by leasing large amounts of acreage can a very mod- 
est geological program be financed, as otherwise the cost per acre of the ex- 
ploratory effort becomes too high to be economical. 

Alaska contains at least 125 million acres of potentially oil productive land. 
A limit of 7 million acres per company or individual will certainly not create 
a monopoly of the best acreage by the financially strong operators, but would 
permit economical operations by all who wish to participate in the develop- 
nent of our new State. 


And that is signed by Mr. Waring Bradley. 

Senator Bartierr. In that connection, Mr. Chairman, some of 
these oil companies have spent very large sums of money, indeed, in 
building roads to the sites at which they drill. . 

Senator Gruenina. Those who have had practical contact with the 
realities of the situation know that a change in the present acreage 
is desirable. 

Mr. Bradley’s letter will be placed in the record in its entirety. 

(The letter referred to is as follows:) 


Fort Worth, Tex., May 5, 1959. 
Hon. JosepnH ©. O’MAHONEY, 
US. Senate, 
Washington, D.C. 

Dear SENATOR O’MAHONEY: It has been called to my attention that the Alaskan 
Members of the Congress propose to introduce legislation in both the Senate and 
the House of Representatives to raise the limit on oil and gas leases that may 
be held in Alaska under the Mineral Leasing Act from 100,000 acres to 1 million 


acres. 

Asa geologist andi independent oil operator, I have been active in Alaska doing 
geological work for other independent oil operators and myself since 1955, 
Alaska is so vast and so remote and so unexplored geologically that very ex- 
pensive and time-consuming fieldwork must precede any serious leasing and 
development program, and: be followed up by even more expensive geophysical 


f work and drilling. 


In most of Alaska, roads are lacking and the preliminary geologic work re- 
quires the use of helicopters and float planes: The cost of maintaining a geo- 
logic party in this preliminary work ranges from $800 per day up to $3,000 
per day, depending on the size of the party and location in Alaska. Only by 

large amounts of acreage can a very. modest geological: program be 
financed, as otherwise the cost per acre of the exploratory effort becomes too 
high to be economical. . ' ' 

Alaska contains at least 125 million acres of potentially oil-productive land. 
A limit’ of:1 million acres per company or individual will certainly not create 





“12 


a monopoly of the best acreage by the financially strong operators, but woul 
permit economical operations by all who wish to participate in the development 
of our new State. 

Similar increases in the acreage limitation are also needed in the older States 


Yours very truly, 
WaRING BRADLEY, Geologist. 
’ Senator Grurenine. Senator Bartlett, Iam hopeful that you will 

be able to stay on in the hearing room and listen to some of the other 
testimony, if your ents permit, because I know that your com. 
ments and tho hts on the subject. of some of the succeeding testimony 
will be most helpful. 
> Senator Bartierr. I must leave briefly, Mr. Chairman, but will 
return as eres ae a Ra es 

Thank-you very much for permitting me to be heard. 

Senator Grugnine. Thank you very much, Senator Bartlett. Your 
testimony, as always, has been most helpful. 
- We have'a number of ‘witnesses here; and I notice Mr, Phil Holds. 
worth, the Commissioner of Natural Resources of the State of Alaska, 
who has flown down here for the purpose of testifying on these mat- 
ters, is in-the room, and I would appreciate it if he would now come 
forward and give his ee 
“We have ‘had so far, Mr. Holdsworth, for your benefit, the testi. 
mony and statement of Senator Bartlett on S. 1855. We are dealing 
here with a number of measures, all having to do with the changes in 
the provisions ——- with minerals and lands, and I understand 
that you are prepared to testify on the first of these bills, S. 1855. 

Will you proceed in your own way ? 


STATEMENT OF PHIL HOLDSWORTH, COMMISSIONER OF NATURAL 
RESOURCES, STATE OF ALASKA 


Mr. Hotpsworrtn. For the record, my name is Phil R. Holdsworth. 
I am Commissioner of the Department of Natural Resources for the 
State of Alaska. I am presenting this statement not only in connec- 
tion with m L posites in the State government but also in behalf of 
Governor Wi iam A, Egan and those divisions of the State govern- 
mént responsible for laid and resource management. 

The revenues Alaska is now receiving from oil and gas lease rentals 
is doing much to oe the State during its transition period from 
Territorial status to membership in the Union. During the past 
month there has been a noted tapering off of the land play we have 
been experiencing in the interest, of oil.and gas development. Of 
Alaska’s 365 million acres of land area approximately one-third is 
considered as either prospectively valuable for the development of oil 
and gas reserves or opcelly avorable for their discovery. At the 

; 100 companies or individuals hold the maxi- 
based on. the present 


0 
181 Mineral Leasing «Act oft ‘ 
condition has resulted in the ‘actual relinquishment of ‘land areas 
formerly held under lease or option by several companies or individ- 
uals, primarily beeause they have not: able to explore or develop 
these areas to the point: where it justifies lease extensions, ‘and other 
areas have become of more importance. 
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The new State has attemnied to forecast revenues which it expects 
to derive from oil and easing on lands within the State and an 
attempt has been made to budget State operations accordingly. We 
realize that every effort must be made to make available to the oil and 
gas industry areas of interest to it.if we are to derive the necessary 
revenues to support Government operations. 

If the new State is to grow, it needs people and roads. We have 
already found that pil exploration means roads and that land settle- 
ment follows closely behind. These new roads also provide access 
into unexplored areas which assist in the development of other re- 
sources besides oil and gas. : , 

Admittedly oil exploration in Alaska is approximately three time 
as costly as it is in the other oil-producing States, Labor and mate- 
rials are much more sO and geophysical exploration must be con- 
ducted by nalhcop as or if by surface means, only after the construc- 
tion of roads. Alaska is strictly “wildeat” oil territory and, if this 
exploration is to be justified, rel vely. lange tracts of land must be 
under the control of the operator. present operators in Alaska 
have reached the “end of the line” so to speak, unless the allowable 
acreage that can be held by a person or corporation is inc > 

It should be preted out here that production facilities do not exist 
in Alaska—neither tankage, pipelines, nor refineries. Should the op- 
erators be fortunate enough, to develop produci a pales the cost of 
installing production facilities, which again would be somewhat ab- 
normal in Alaska, must also be prorated against each barrel of oil 

nD, 


like to point out that oil produced in Alaska would not 
be mar in ition with production from the other oil-pro- 
ducing States. It would be competing with the erude oil now being 
refines 4m the, Rack, Nonth weet---cxade-which is bali imapoptet eben 
foreign countries. There is also a ready outlet in the Japanese 


Finally, from a military defense standpoint, conditions which will 
induce the oil and gas industry to prove oil reserves, within the new 
State should be provided. Defensewise, Alaska is extremel *~ r- 
tant to the rest of the Nation, and proven reserves within the § 
would be of extreme importance im times of a national emergency, 
should other sources of supply be cut. off. 

Al have considered the effect of increasing the acreage 
allowable under Federal oil and gas leases in the State of Alaska on 
the attractiveness of State owned, acreage. It will be many years 
before the new State will actually become the owner of upland areas 
which are of value for oil and gas development and are not already 
under Federal oil and gas lease, It should be remembered that State 
selections of areas under Federal oil and gas lease are limited te the 
first 5.years after admission. 

For the above reasons the State of Alaska wholeheartedly sup- 
ports the provisions of the pr ion, 

Mr. Chairman, I would like to supplement these remarks with a 
pie following the testimony presented by the Interior De- 
-pa ent. ; 


42515—59——3 
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“ Mr. Chairman, I would like to leave this map, which has been 
referred to several times, with the committee for the permanent record 
of the committee. , 

Senator Grouenine. It will be eoemrent into the file on this 
hearing, and I ‘know it will be very useful. 

Mr. HoupswortH. This map was prepared in the office of. the 
Department of Natural Resources in Alaska. The basic map itself 
is published by the U.S. ‘Geological Survey, dated 1954. The black 
lines ‘outline what have been defined by the Alaskan geology branch 
of the Survey as geologic provinces favorable for the discovery of oil 
and gas. 

Tat aildition to those areas outlined ‘are other so-called sedimentary 
basins, which are favorable merely because of their topography, but 
not ‘necessarily because of their geology. The geological information 
is laéking.’’ The red line is the line defined in section 10 of Public Law 
508, the statehood bill, and it is the line north and west of which no 
State: sélections of lands can be made without Presidential approval. 

The department has in their report suggested that if an increase in 
acréage is allowed, it be allowed in a defined area, which would be the 
area north of the Brooks Range. 

You can see that that is one of the favorable geological areas. It 
covers a very small portion, of course, of Alaska. It lies in that portion 
of the State which as accessible by water 1 month out of the. year. 
The economies of developing and producing oil or gas.in that area 
and distributing it to market is a‘long'time in the future. 

A good businessman realizes that the areas accessible year round to 
markets will be the areas developed first. And as I stated in my state- 
ment, more than 100 companies and ‘idividuals’are now at their limit 
of allowable acreage. oe , ; 

The ble areas are the areas now under oiland lease. You can 
see that they are widely distributed throughout the State. 

This portion up here [indicating] as a 4-million acre area. 7 

Senator Grouzntne. When you say “up here,” would you mind de- 
peer te regionfortherecord? = : ar 

Mr. Horpsworru. The area shown in blue here in the northern part. 
of the State is north of the Brooks Range and is within the area for- 
merly withdrawn under public land order No. 82. , 

The 4-million-acre portion was offered for lease last year. Not all of 
that was taken up by offers or applications. Oey: 

The major interest appeared to be in gas. You can see with a popu- 
lation in Alaska of some 200,000 people, most of them being in the 
southern portion, it would be difficult to find a market for gas, a large 
enough market to justify the construction of a 450-mile pipeline from 
gasfields which might be see north of the Brooks Range. The 
other areas, naturally, will be A first. I would like to point 
out here that conceivably gas might be discovered on the Kenai, and 
if it is discovered ‘there, ‘the market lies close by, and that will, 
% yc detract from the value of any gas discovered north of the 

The next-overlay here [indicating], in yellow, are the Federal with- 
drawals within Alaska. They are made up of national parks, national 
forests, monuments, wildlife management areas. There are two areas, 
these two areas here [indicating], thé proposed Arctic wildlife range, 
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and the Fish and Wildlife Service has proposed over here [indi- 
cating] a wildlife and water fowl range, and they are not presently in 
effect, but have been put on fhe map for purposes of identification. 
About 93 million acres are covered by Federal withdrawals at the 
present time.” 

Going back to the department’s recommendation, the land area of 
Alaska, which is at the present time federally owned, the Federal 
publicly owned domain land within the State of Alaska, is greater 
than the domain land within the 14 public land States. So it does 
not seem reasonable to hold acreage limitations to the same amount 

r State. 

Genter Gruenine. In other words, Mr. Holdsworth, as Senator 
Bartlett has: pointed out, the Federal Government. has no acreage 
limitation in its own acquisition of land, but it feels.it should impose 
these limitations on private enterprise. 

Mr. Hotpsworru. If you would take the Federal public land do- 
main area in the 14 public land States and compare it with the same 
class of Jand in Alaska, you are allowed 248,000 acres, let.us say, in 
each State, and.you multiply that by 14 to compare it with the avail- 
able land in Alaska. And you could justify more than twice the 
acreage being asked for by this legislation. 

On this particular bill, I believe that is all I have, unless there are 
some questions, 

Senator Gruznine. I would like to ask you a few questions, Commis- 


“sioner. 


The report of the Department of Interior, which was just received 
this morning, and which I read into the record I think before you 
sarived, Fon are probably not familiar with, are you? 

Mr. Hoxpsworrn. I imagine that is the same report given at the 
House committee yesterday. 

Senator Gruenine.., Well, it.was received here this morning.. And 
the report makes these points. It says that the.climate and terrain 
make oil and gas development more difficult in Alaska than elsewhere 
and involve greater cost,,and that,this development continues to be 
costly, but nevertheless it is opposed to ay, increase in the acreage 
except north of the Brooks Range, where the report says because of 
the extreme weather conditions and the difficulty of access such an 
increase would-be justified there...... .. pr aeh 

Now, from your knowledge of Alaskan geology, do you know where 
the lowest temperatures in Alaska are found! “In what part of 


‘Alaska ? ; 


Mr. Hotpsworru. Actually, the lowest temperatures are’found in 
the interior valleys. : 
' Senator Grugnina. That is an area north of Brooks Range, or south 


Mr. Hotpsworrn. ‘Actually, it is south of the Brooks 


Senator Gruenine. In other words, the writer of this report did 
not have firsthand and correct knowledge of the climatic conditions 


that he was discussing, did he? ! 


talk about climatic conditions. 
Well, I should ‘not' say. that.: Explorations are based not only on 
climatic conditions but access. access, we know——— 


Mr. Howswortu: There are several things to consider when you 





16 ALASKA MINERAL LEASING 


Senator Gruznine. Granting that the access north of the Brooks 
Range is difficult, would you, sir, tell us for the record what roads 
there are in the vast.regions south of the Brooks Range lying west 
of the Richardson a 

Mr. Hortpswortn. They pon epee comparable, as far as roads are 
concerned. They are practically nonexistent. 

Senator Gruentne. In other words, from the standpoint of ac. 
cessibility and the standpoint of climate, there is really no essentia] 
difference, from the standpoint of difficulty of exploration, between 
much of the area south of the Brooks Range and the area north of 
the Brooks Range? 

Mr. Hotosworrn. That is correct. 

Senator Grugnine. In other words, the Department of the Interior 
report is based on premises which those of us who know Alaska find 
to be incorrect and unjustified ? 

Mr. Hotpsworrn. That statement is correct. 

Senator Gruentne. The report further states or further indicates 
that there is no great sureness in the view of those who drafted and 
signed the report, because after coming to these conclusions, that al- 
though operating conditions are much more difficult and costly in 
Alaska, nevertheless there should be no changes, the report says: 

If other parties bring to the attention of the committee and the Congress 
justification for the enactment of such a bill as S. 1855, we would be pleased 
to review our findings. 

T assume that you would be included under the “other parties,” 
and I think you have made a very effective presentation. 

Now, if you have concluded on that, I would be very happy to have 
you wait and testify later on the other bills, and continue with the 
testimony on 1855, so that we may have it consecutively. Is that 
convenient for you? 

T think we will conclude the entire testimony today. 

{After Commissioner Holdsworth had testified on S. 1723 and §. 
1412, the following statements were made. | 

Senator Grugntne, We have Mr. Max Caplan, minerals officer of 
the Bureau of Land Management, here, and if he will be kind enough 
to come forward and testify, we will be very happy to hear him. 


STATEMENT OF MAX CAPLAN, MINERALS STAFF OFFICER, BUREAU 
OF LAND MANAGEMENT, ACCOMPANIED BY FREDERICK N. FER- 
GUSON, OFFICE OF LEGISLATIVE COUNSEL, DEPARTMENT OF THE 
INTERIOR 


Mr, Carian. Senator, I am Max Caplan, and I have here with me 
also Mr, Frederick Ferguson, of the legislative counsel’s office of the 
De earunsy ae wnat d like to have available here with me. 

r We will be glad to hear you both, collectively or 


severally. 
Mr. ey Thank ry ag” 
tor, you have read preonsmentnn 26 rt into the record. I 
~ee te short statement here whi geoeeeliy: fe van sing the “oe 
w was submitted with your permission if you w may, 
I would like to read this statement for the benefit of the committee. 
Senator Gruentne. You may proceed. 
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Mr. Cartan. The Department has submitted an adverse report on 
§. 1855, and, as was indicated in that report, it had not yet been 
deared with the Bureau of the Budget. 

Under existing legislation, oil and gas leases not exceeding 46,080 
acres in the aggregate, and ae covering not more than 200,000 
acres, may be held in any one State except Alaska. . In Alaska 100,000 
acres may be held under oil and gas leases by a single party, with the 
same 200,000 acres limitation on options. 

We do not believe that a eee inerease of the ac limitation 
as proposed by S. 1855 would be helpful or desirable, or that it would 
promote the development of oil and gas in Alaska as contemplated by 
the Mineral Leasing Act. 

However, we believe that Alaska may be appropriately divided into 
two areas for oil and gas purposes. The fat lying between the 
Brooks Range and the Arctic Ocean, which is approximately the area 
covered by Public Land Order No. 82, presents a different problem 
from the rest of Alaska. This area of approximately 48 million acres 
was withdrawn from mineral leasing by Public Land Order No. 82 
in 1943, Last year, Public. Land Order No. 82 was modified as to ap- 
eo 20 million acres of this area so as to permit oil land gas 
leasing and to be opened for oil and gas leasing when leasing maps 
are prepared. Some leasing maps have been prepared, and 4 million 
acres were opened to noncompetitive leasing in October of last year, 
as well as ae 16,000 acres to competitive leasing in the 
Gubik gas field. Withm this same area, there jis still Petroleum 
Reserve No. 4 of approximately 23 million acres which is not avail- 
able for leasing. e area opened for leasing north of the Brooks 
Range through the modification of. Public Land Order No: 82 ap- 
boat to give promise to future oil and gas development. There 
as been some indication that parties desiring to file for leases in 
this area when it was opened last year, may have been prevented 
from doing so because of full acreage commitments elsewhere and 
accordingly devélopment in this area might be retarded because of 
this. It is recommended that the area north of the Brooks Range 
be treated separately from the rest of Alaska as far as ac limita- 
tions are concerned, and that acreage limitations be enteabtlotiod for 
that area alone similar to those now imposed on the whole of Alaska. 

It is believed that because of the extreme weather conditions and 
the difficulty of access to this land, a special inducement for its de- 
velopment which will be afforded by separate acreage limitations for 
the area north of the Brooks Range appears to be justified. 

With respect to the land south of the Brooks Range and icu- 
larly if interested oo holding or applying for leases in this area 
do not feel compelled to reserve a portion of their permissible acreage 
for new exploration north of the Brooks Range, we do not believe that 
there is any need for change in the acreage limitation as provided at 
present. Further, section 17 Ny. of the Mineral Leasing Act of Feb- 
Tuary 25, 1920, as amended (30 U.S.C. 226(c)), authorized the Sec- 
retary of the Interior to approve unit plans of development and de- 
velopment contracts. When leases are committed to: such develop- 
ment contracts or unit plans, the oe is not chargeable. Such unit 
plans and development contracts which contain specific development 


Tequirements would tend toward greater development than would 
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saaaty increasing the allowable acreage which might be held under 
ease. 

The area which is referred to in the Department’s report as the 
land lying between the Brooks Range and the Arctic Ocean is q 
readily identifiable area and a map showing this area can be made 
available for the use of the committee in considering the report. 

I have such a map here, Senator, and I would like to submit it to 
the committee, ence it. j s y 

Senator Grourenine. Will you designate the area in which the De. 
partment approves an increase in acreage? 

Mr. Cartan. This area, Senator, is indicated on this map, which is 
a 1954 edition of the U.S. Department of the Interior, Geological 
Survey, Alaska map E.* 

The area in which the Department has recommended the addi- 
tional acreage limitation is the area north of the red line shown in 
the northerly portion of the map. This line begins at a point spotted 
on the map at approximately longitude 141°, at a point marked Kujoe 
Creek,” and proceeding westerly along the rest of the mountains toa 
point approximately 166° longitude. r. 

Senator Grugnine. Thank you. I think that is an adequate de- 
scription. It roughly follows the crest of the Brooks Range and 
includes ‘the northern part of that range in what is known as the 
Arctic Slope; is that right ? 

Mr. Carian. That is correct. 

Might I just simply say also that the map shows the extent of the 
present Petroleum Weare No. 4, which is not available for lease at 
this time, on approximately 23 million acres, or within that area, and J 
it also coineides with Public Land Order 82, which was in 1943 
withdrawn. 

Senator Grurentne. Roughly, what proportion of the total land 
area of Alaska would you say was included in this area in which the 
Department of the Interior is willing to accede to a larger acreage! 

Mr. Cartan: This area: approximates 48 million acres. 

Senator Grurentne. Then it would be perhaps one-eighth or one- 
ninth of the total area of Alaska; the total area of Alaska being 365 
million acres, and that is 48 million. 

Mr. Cartan. That would be correct. Of course, perhaps, however, 
since this is sepaunaned as a potential prospective oil province, the 
comparison should be made to the other perneeers oil province areas 
within the Territory, which, at least from the Geological Survey 
latest estimate, is about 100 million acres. I have heard estimates of 
as much as 125 million acres. 

Senator Gruenine. In ariy event, it would be an area less than half 
of the total p ive oil-bearing area. 

Mr. Carian. I think that would be correct. 

Senator Grusnina. Thank you very much. 

Mr. Caplan, have you been in Alaska ? 

- Mr. Cartan. Senator, after I assumed the present position which 
I have, which was slightly less than 2 years ago, I made one trip to 
Alaska, last summer. ; 

Senator Gruznine. It was inthe summertime? - 

Mr. Carnan. In May and June. 


2 Map DBD, referred to by the witness, is on file with the committee. 
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Senator Gruenine. You have never been in Alaska in the winter- 
time, have you? 

Mr. Cartan. No, sir. 

Senator Grurnine. I notice that the language of your testimony 
follows very closely that of the Department’s report, in which a dis- 
tinction is made, between the difficult weather conditions in Alaska, 
but the region north of the Brooks Range, where you are willing to 
permit a larger acreage, Fag label as. “extreme.” -Would you be kind 
enough to define your idea as to the difference between the extreme 
weather conditions in that part of Alaska, where you are willing to 
permit the larger acreage, and the weather conditions in the parts of 
Alaska where you are not willing to permit it ? 

Mr. Cartan. Well, Senator, I believe that it was a general state- 
ment that was made to the effect. that tying in the extreme weather 
conditions with the difficulty of access—— 

Senator Gruenine. Let us talk about the weather conditions first. 
We will talk about access later. Let us talk about extreme weather 
conditions first. 

Mr. Capitan. I would, of course, say that I had no personal knowl- 
edge of the weather conditions, other than rather generally, and I 
would not say that the weather conditions north of the Brooks Range 
might not be equal to some points or places south of the range, 

enator GruENnine. In other words, you feel that the. statements 
made characterizing a difference were made without adequate knowl- 


e? 
ote Cartan. I would not say that that would be the case, Senator. 
I do not believe that to that extent that would be so. 

Senator Gruenine. Well, now, if you were defining the difference 
between adverse weather conditions and extreme weather conditions, 
implying that there was a difference, what would be some of the fac- 
tors? ‘Would temperature be one? 

_ Mr. Carian. Certainly temperature would be one, Senator. 

Senator Grugntne. All sight: Do you happen to know that the 
lowest temperatures in Alaska are found south of the Brooks Range, 
and not north of the Brooks Hange! 

Captian. I would certainly be willing to accept a statement 
from you to that effect. 

Senator Gruenine. It is a fact, ; 

right. Now, would you consider snowfall an adverse condi- 
tion 

Mr. Cartan. Snowfall would fall within such a category. 

Senator. Gruznine. Do you happen to know that the snowfall 
south of the Brooks Range is heavier than the snowfall north of the 
Brooks Range? . ers 

Mr. Capitan. My answer to that question would be the same as to 
your previous question. 

Senator Gruenine. What other conditions, then, would there be 
that would justify the labeling of the climatic conditions north of 
the Brooks Range as extreme and therefore worse than those south 
of the Brooks asi 
_.._ Mr. Captan. We 


? 
, as I stated, that was only one element, Senator. 
Senator Gruenina. I am talking about that element now. Let us 


talk about weather. 
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Mr. Carian. I know that in the drilling of the well on the Alaska 
Peninsula by the Humble Oil Co. at Wide Bay, I believe, extreme— 
and I use the word “extreme” here—extreme conditions of high wind 
velocity were encountered, which interfered with and hampered the 
development operations. : 

Senator Groentne. But that is south of the Brooks Range. 

Mr. Cartan. Yes, sir. 

Senator Grurntne. And therefore, if you think that wind velocity 
is an important factor, the wind velocities are greater south of the 
Brooks Range than north of it, so we have a third factor which would 
indicate that the Department’s assumptions were incorrect on all three 


bases. 

Mr. Carian. Of course, I did not ee Ido not know, whether 
wind velocities are ter north of the Brooks Range than they are 
south of the a “wan I simply mentioned that as one element 
of what I would consider extreme conditions. 

Senator G. Well, now, let us deal with the other aspects. 
Pincalty of access to this land. We will concede that much land in 
Alaska is difficult of access if it is inland, because of the absence of 
highways. Now, if you look at that map, you will notice that the 
two largest areas in which there has been oil leasing lie in the western 
part of Alaska south of the Brooks Range. Do you happen to know 
what roads there are going into those areas? 

Mr. Captian. I know that there is on the Kenai Peninsula—— 

Senator Grurentne. No, the Kenai Peninsula is way down on the 
south. That is another area. I am talking about those two large 
areas which I could describe as the upper one, lying just east of the 
Bering Sea coast, and the other north of Bristol Bay, in what is 
known as the Good News Bay area, also touching Bristol Bay. 

Now, what roads are there in those areas? 

Mr. Cartan. I am not entirely certain of the two areas you are 
speaking of, Senator, but wherever they might be, I am not familiar 
with the road situatic 

Senator Gruenmé. Well, for your information and for the record, 
there are no roads whatever in those areas, which is a situation that 
obtains likewise north of the Brooks Range. In the matter of ac- 
cessibility, as aided by highways, there is no essential difference 
between the two areas. Both are quite inaccessible. Now, it is true 
that one of these areas could probably be reached by sea during the 
4 months of the year when the Bering Sea is open, but that would 
merely apply to the coastal area. 

The point that I wish to make for the record—and I would be 
very glad to have anyone contradict this testimony—is that there is 
no justification, in my view, for the differentiation between the area 
north of the Brooks Range and the area south of the Brooks Range, 
which justifies this difference in point of view on the part of the 
Department of the Interior. The area south of the Brooks Range 
ean be demonstrably shown to have as bad, if not worse, weather con- 
ditions, and the inaccessibility of both does not vary very greatly. 

I would be to have the Department of the Interior establish 
a contact with eather Bureau of the Department of Commerce 
and justify its statements about the difference in the weather condi- 
tions of these two areas. 
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My attention has been called to the fact that there were two typo- 
graphical errors in Senate bill 1855. In line 7, the third word, “sec- 
ond,” should read “nineteenth,” and on page 2, line 3, the third word 
should read. “thirteenth” instead of “sixth.” They are simply dif- 
ferences in references to sentences in existing legislation. 

A question has been raised that it is suggested that it is not clear 
whether the words “except as is provided in this section in the case 
of the State of Alaska,” page 2, lines 5, 6, and 7, apply to the 3-year 
option period, or the: acreage limitation, or both, which are a part 
of the 18th sentence of that section. 

Now, I would like to inquire of you or Mr. Ferguson what is your 
understanding of the propre amendment? Would it modify the 
entire sentence, or just the latter portion? The sentence in question is: 

No such option shall be entered inte for a period of more than 3 years without 
the prior approval of the Secretary of the Interior, and no person, association, 
of comersere shall hold at one time options of more than 200,000 acres in any 

Mr. Ferguson. It is our opinion, I believe, that that applies solely 
to the latter part. 

Mr. Carian. I think it is the intent of the report that an acreage 
limitation separate from that north of the Brooks Range be distin- 
guished similar to that allowable south of the Brooks Range. In other 
words, there would be 100,000 acres of direct holdings north of the 


Brooks plus 200,000 acres of options, and the present limita- 
tion of 100,000 acres, of direct holding, plus 200,000 of options south 
of the Brooks Range. 


Senator Groening. I think that is a logical interpretation. I 
would like to study it a little further. 

Mr. Frerauson. We did not go into any detailed suggestion of an 
amendment, 

og Gruenine. Has the Department any proposals for amend- 
ments 

Mr. Ferguson. If you requested us to draft a bill embodying our 
mugen we would provide them. 

See Winaarob. es ion that the larger acreage, a mil- 
lion acres north of the Brooks range, is acceptable, but that no change 
is desirable south of the Brooks Range, does not provide any con- 
structive proposals. I mean, it is wholly negative as far as the larger 
area of Alaska is concerned. 

Mr. Ferguson. Yes, 

Senator Groueninc. I was wondering whether the Department 
would see its way clear to propose some halfway measures, because 
there is a good of ENT Fes the present_acreage is inade- 
quate for proper development, And as long as the Department in its 
wisdom sees fit to recommend the total amount in one section of 
Alaska, it: would seem reasonable that it would find some halfway 
measures reasonable in the other parts of Alaska. 

Mr, Caran. Of course, Senator, we could not express the Depart- 
ment’s views on your suggestion at this time. I would, of course, 
submit your request. 

Senator Grueninc. We can communicate with the Department and 
make this request, and it would be kind if you would convey it 
verbally. 
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Mr. Carian. Thank you. I shall doso. 

Senator Gruenine. Because I think there is very little question that 
some changes is desirable, and I think it is implicit in the departmental 
view that a change is desirable in: one part of Alaska, and it would 
be reasonable to assume, especially when it rectifies its mistaken 
views on climatic conditions, that it would be justifiable in the other 
parts of Alaska. 

Mr. Cartan. Might I just say one thing? oes 

Of course, the artment’s primary and basic interest here is 
to do whatever would be necessary and proper to actually encourage 
development. 

Senator Gruenine. That is what we desire. 

Mr. Capitan. Now, a basic view also expressed in the report and 
in the statement which I made is that it has not been made clear to 
the Department how the mere holding of additional acreage or the 
opportunity to hold additional acreage would, in and of itself, tend 
to foster actual development. I think for the record it ought to be 
pointed out that development plans or development contracts which 
can and have been approved by the Department and which require 
reasonable drilling conditions tend to actually foster development, 
and under such conditions the acreage within those lands is not 
subject to the limitations set out in the act. 

ator Gruentne. Well, is it nor view that the larger acreage, 
if granted, south of the Brooks Range, would retard development, 
would limit development ? 

Mr. Cartan. I would not say so, no, sir. But conversely, and it 
has so been stated in the Department’s report, no showing of justi- 
fication has been made as to how the mere holding of additional acre- 
age would affirmatively promote development. 

Senator Gruznine. Unless it were north of the Brooks Range. 
There it would. 

Mr. Cartan. To this extent, this situation that has developed north 
of the Brooks Range I should perhaps explain a little more. 

At the time Public Land Order 82 was modified, in 1958, last year, 
so as to permit the leasing of approximately 20 million acres of this 
land which has been withdrawn for many years, we opened at that 
time, in October of 1958, 4 million acres of land for leasing noncom- 

itively. Those lands weré filed upon with a simultaneous filing 
ate of September 1, 1958. 

At that time, information was received through various sources 
that many of the parties who were fully committed south of that 
area were unable to participate in acquiring acreage north of the 
Brooks Range, because they were already committed south of it. So 
it is in recognition of the fact that future development north of the 
Brooks Range could possibly be retarded because of commitments 
> that the Department made this suggestion which it has 
made. 

Senator Groening. Well, I find a certain lack of logic in the as- 
ne that in one portion of Alaska it would be helpful and in 
another portion af Aine it would — be. The conditions do not 
vary so greatly between the two areas that it is to see any justifi- 
osha for the distinction. a pa 

You work for the Bureau of Land Management ? 
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Mr. Carian. Yes, sir: 

Senator GruEnine. Were you here this morning when I read into 
the record Director Woozley’s testimony on the land acreage? If 
not, I will read it to you now. ; 

This took place on June 5, at hearings before this committee, and 
Senator O’Mahoney asked Mr. Woozley as follows: . 


What do you think about the amount of land that should be carried under 
options and leases. Do you have in mind a maximum limitation? 


And Mr. Woozley replied : 

I think, Senator, that as far as the States other than Alaska are concerned, 
the present limitation has proved satisfactorily, the 46,080 and the other making 
a total of 246,000. I am not so sure that with the present acreage available in 
Alaska that the present option is realistic. ; 


To continue: 

Senator O’Manoney. As a matter of fact, you think it probably is not realistic. 

Mr. Wooztey. That is true. I think with the tremendous acreage involved 
in Alaska there probably should be some realinement for that. 

If you happen to know, where does this report emanate from? Does 
it emanate from the Bureau of Land Management, or does it emanate 
from the Bureau of Mines, or does it emanate from the Geological 
Survey ? 

There seems to be a difference of opinion within the Department. 

Mr. Carian. Senator, this report is a departmental report, in which 
the views of all the bureaus concerned with these matters are taken 
into consideration. It is not a bureau report. It reflects the views 
of the Department. 

Senator Grureninc. Well, in the departmental view, then, Mr. 
Woozley was overruled. 

Mr. Carian. I would hestitate to say that, without knowing the 
background of the testimony and the circumstances under which it 
was given. 

Senator Gruenine. Well, I do not wish to embarrass you, but it 
seems very clear from the record that Mr. Woozley thinks the present 
acreage in Alaska, in view of its tremendous area, is not realistic, and 
that there should be some change. And the Department apparently 
does not feel that way, except north of the Brooks Range. 

Mr. Capian. To that extent, of course, the Department has recog- 
sed Mr. Woozley’s views. It has recommended or suggested a 
change. 

Remains Gruenine. You think Mr, Woozley was referring to the 
area north of the Brooks Range? 

Mr. Cartan. I would not want to say that at this time. 

- Senator Gruenine. I think we will have to call Mr. Woozley and 
find out what he meant. 

Mr. Ferauson. I think this report reflects Mr. Woozley’s views. 
Do you not? He certainly agreed to it. 

r. Capitan. These reports are cleared with the bureaus after the 
various views are considered. So at this point, as I indicated, this is 
the departmental report. 

Senator Groenrne. Well, thank you very much, Mr. Caplan and 
Mr. Ferguson. , 

We may. wish to ask you some questions later. I believe you are 
going to testify on one of the other bills, too. 
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Mr. Cartan. That will be entirely satisfactory, Senator. I will be 
available. 
Grouentne. We have Mr. Gordon Goodwin of the Public 
Lands Committee of the Western Oil & Gas Association, who will tes- 
tify im support of this measure. . 
Mr. Goodwin, will you come forward ? 


STATEMENT OF GORDON A. GOODWIN, PUBLIC LANDS COMMITTEE, 
WESTERN OIL & GAS ASSOCIATION 


Mr. Goopwin. Mr. Chairman and members of the subcommittee, my 
name is Gordon A. Brody ity of Los Angeles, Calif, and I appear 
* a spokesman for the Western Oil. & Gas Association in support 
of S. 1855. 

B pees I am an attorney in the legal department of the Rich- 
field Oil Corp., of Los Angeles, For the past 22 years my work in the 
industry has had largely to do with. problems involving the leasing, 
acquisition, and development. of Federal lands for oil and gas pur- 

. Tam a member of the Public Lands Committee of the Western 
Bil & Gas Association, and I am familiar with the problems the indus- 
try has had to meet in its Alaskan operations. In that*capacity I 
have also worked in conjunction with the Alaska Territorial art- 
ment of Lands in the formulation of rules and regulations involving 
es leasing of Alaskan lands for oil and gas purposes and operations 
thereon. : 

Recently I have appeared before the Alaska legislative counsel and 
committees of the Alaska State Legislature to assist in formulating 
eee Alaskan laws and regulations in this regard. 

e Western Oil & Gas Association, with headquarters in Los An- 
geles, Calif, is a petroleum trade organization representing 80 percent 
of the oil production, 86 percent of the refining, and 86 percent of the 
marketing in the six Western States of Alaska, Arizona, California, 
Nevada, Oregon, and Washington. Its membership includes both in- 
dependent and integrated companies. 

t is my purpose to explain to this subcommittee why we feel it is 
necessary and important that the Mineral Leasing Act be amended as 
oniaeal in the bill before you in order to further stimulate the explo- 
ration for oil and gas in the 49th State, and how the changes as pro- 
— § the bill would be beneficial to these operations and to the 

tate of Alaska. 

First, let me point out that the leasing of Federal lands in Alaska, 
following the leasing boom which started approximately 2 years ago, 
has now come to a virtual halt. Approximately 100 companies now 
hold from 90,000 to 100,000 acres of Federal leases, having reached 
or nearly reached their limitation under present law and are thus 
prevented from further expanding exploratory o ‘ions. (This 
information is fromthe office of the Commissioner of the Department 
of Natural Resources in Alaska.) We have at this time no further 
information with regard tooptions. _ at 

Despite the increase in exploration interest, and activity following 
the bringing in of Richfield’s discovery well on the Kenai Peninsula 
in_ 1957, Alesha, still cannot be considered an oil producing State. 
— 50 years of exploratory work, no major oil field has been dis- 
covered. 
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Consider these facts: 

1. To date, only one small producing oil field has been discovered 
by the industry and it seems questionable at this time whether this 
field will ‘be commercial. This field is in the Swanson River unit on 


dollars. In this case it was necessary to build only 28 miles of access 
road to the drill site from the Sterling Highway. Yet that 28 miles 
of road alone cost over $600,000. 

2, One development well is currently being drilled in that oil field. 

8. Two: wildcat exploration wells are currently. being’ drilled. 
(Union-Ohio Unit Well Kenai No. 1 and Alaska Mineral Oil and 
Development Co. in the Iniskin area of Cook Inlet. ) 

4, A wildcat well will shortly be commenced. (General Pe- 
troleum+Becharof No. 1 in the Bristol Bay area.) 

5. Another wildcat is expected to be commenced before December 
31, 1959, by Richfield in the Kataila- Yak area. 

6. Two wildcat wells have been — | 6 by Colorado Oil & 
Gas Co. and associates in the Yakutak area and another, the Angasol 
well in the Houston area. 


7. The Humble Oil and Refining Co. drilling operations recently 
concluded on the Bear Creek anticline was abandoned as a dry hole 
which we understand cost in excess of $7 million. 

t more than $45 million exploring the 23 million 

etroleum Reserve No. 4 north of the Arctic Circle. 

Discovery there amounted to only a few small oil or gas deposits of 
such questionable commercial value that the Navy abandoned its 


activities. 

Frederic H. Lahee, a noted oil and gas statistician, reports (World 
Oil publication, April 1957) that for a recent 6-year period 1 well out 
of every 10 wildeats in the United States found a new oil deposit but 
poenlanes pat my vin Tet wt te sommeth hag taePaenrse oY 
much as 1 million barrels. (This would not be a commercial field in 
Alaska.) This same study shows that only 1 well out of 158 found a 
field with a total ultimate recovery of 10 million barrels or.more and 
only 1 well out of 427 found a field with a total ultimate recovery of 
% million barrels or more. 

The experience of the industry in Alaska to date indicates that the 
mathematical odds of finding oi] in Alaskan operations will also be 

In addition, there are other hazards and difficulties due to 
ee en and the vast frontier area without 
wads which make Alaskan operations more than three times as costly 
as those in the other States. 


based on of tica] i 
ence, that uniess Secanenn aes limitati oli on. dae beddings bf pabiie tend 
leases in Alaska is substantially increased, the pace of oil and gas 
rene en ene ey ees 


If the statistics for the United States hold in Alaska an ex- 


a cali expect to find one oil containing as much 
as 25 lhohsbernele omt-ad-eteny: 4a wildont: wolle detiled Even @ 
2% million barrel field might not be commercial in some areas of 





26 ALASKA MINERAL LEASING 


Alaska. To warrant the tremendous expense of exploration and d 
velopment in these rigorous frontier areas an operator must hay 
more than a single shot: when he sends a drilling crew north { 
Alaska. He must have an opportunity to drill numerous prospec 
or the venture cannot be expected to pay out. To find sufficient pro 
pective oil and gas geologic structures on which to drill to warran 
the undertaking, large areas must be acquired and explored. 

There are nine or more huge sedimentary basins shown on the ma 
of Alaska displayed at this hearing. With the present acreage lim, 
tations the companies or operators conducting exploration operation 
in Alaska are limited to search for oil and gas in one or two of they 
areas because under the present law they cannot acquire acreage it 
blocks of sufficient size in additional areas to make the venture « 
tractive. 

Exploratory companies—the big companies and the independa 
operators—develop a budget each year and determine the amount 
money they will have available to spend on a worldwide exploration 
They then must determine the area or areas in which this money wil 
be spent. “Eastern and Western Hemisphere operations are cor 
sidered. Foreign and domestic operations also vie with each othe 
The economics and incentives of the various areas enter into the de 
cision. 

An opportunity to obtain additional leases in Alaska in blocks ¢ 
sufficient size and in locations within additional sedimentary basin 
will provide the operating companies with the incentive to spend thei 
money in Alaska. This will mean an increase in their geological, ga 
physical, and land departments in Alaska to do a more efficient: an/ 
economical job. Additional drilling crews can then be brought int 
these areas to speed up the exploration and development ‘programs. 

Additional drilling activity should, result in the establish ment of 
well servicing companies and well supply companies which will | 
drawn to the area by the increased scope of oil and gas operation 
This will result in a decrease in the present very high cost of opers 
tions, a fact which will in itself lead to even further increases it 


operations. 
Modern methods' of exploration make ible the exploration of 
much larger areas than are now permitted to be held. ie airplam 
and the helicopter ially make vast areas accessible to the geologis 
and geophysicist. -Photogeology increases thé areas that can be i: 


One of the happy. nance of oil and gas exploration is the build. 
ing of roads and highways into areas that aré now inaccessible, thu 
opening them up to other types of development.:.Even though th 
adeetey ‘enls do; much:exploration and supply work by using air 
lanes and helicopters, we still must. have access roads to bring it 
rilling equipment and when we build them we have found that they 
are always greatly. lated by the residents-of Alaska. 

When all pertinent are taken into\consideration, the increase 
limitation proposed in the pending bill is completely realistic. Man 
foreign ‘countries, competing with Alaska for investment wait 
offer concessions of from 1 million to many millions of acres in orde 
to attract oil and gas exploration by American ‘companies. — 
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Attached to this statement and on display in the committee room 
are maps of Alaska with a = of Wyoming, a typical western public 
lands State, projected upon the Alaska map. Alaska is more,than 
514 times as big as Wyoming. In Wyoming, and in each public 
lands State under present law, one can hold 246,080 acres of leases 
and options on Federal lands. In Alaska, under present law, one 
can hold 300,000 acres in leases or options which is only 53,920 acres 
more than one can hold in Wyoming or in any other public lands 
State. 

We must remember, also, that Alaska is over 54% times the size of 
Wyoming. 

e have here—and I will ask Mr. Rogers [Mr. Frank Rogers, 
Washington representative of the Western ¢ Oil & Gas Association ] 
if he will place on the map—a small black square, which on the 
scale of this map represents an area of 300,000 acres... You can get 
a visual representation there of the size of the land that onecan hold 
up there at the present time. 

_ We also have a larger square, which on the scale of the Alaska map 
represents an area of 1 million acres. 

enator GrueNine. Mr, Rogers, I think it would be useful if you 
would put the million-acre square ri eee next to the other sm 
one, so that they can be easily compa: 

And I hope we can include this map in the report, because it is a 
‘very effective presentation of the problem. 
~ Mr. Goopwin. Ordinarily, an operating company will have several 
areas of interest in which its acreage holdings will be distributed. 
You can see that a million acres distributed in several areas of interest 
would represent a very small portion of the total lands in these sedi- 
mentary basins. 

After having read the report of the Department of the latteine 
‘and heard the testimony of Max Caplan, we prepared a supple- 
mental statement, which. I would like also to ready Senator: 

Senator Grurentne. Please go ahead. 

“ Mr, Goopwin. We will discuss: the’ Department’s suggestion that 
‘the use of unit plans and development contracts makes it. unneces- 
sary'to have any increased acreage limitation in the:area south of ~ 
Brooks Range. We will:comnient on the’ Department’s sug: 

for dividing Alaska into two areas, one north of the Brooks 

‘and one south, and permitting the présent, acreage limitation to apply 
‘in each area. 

Also, we are happy to note that the Department does recognize that 
an increase ‘in the acreage’ limitation is necessary in Alaska; the for- 
mula it suggests would in effect: double the present, limitation. _We 
also welcome the Department’s openmindedness as. shown. in the 
lowing sentence from its report: 

If other parties bring to the attention of the committee and the Congress 
justification for the enactment of such a bill as H. Le. 6940, we would be nner 
to review our findings. 

Senator Garoxiine.’ HR. 6940 is the coin painieln ‘bill in the House. 

- Mr. Goopwin, ‘The House companion bill, yes. 

_. We sincerely believe that the testimony heard by. this committee has 
‘supplied that eee 
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We agree wholeheartedly with the Department’s statement that— 


* * * climate and terrain make oil and gas development in Alaska more dif- 
ficult than elsewhere and that oil and gas exploration and development in Alaska 
involve great cost and difficulty * * *. 

There is no question but that the farther north you go in Alaska and 
the farther you penetrate the wilderness the greater the cost becomes, 

. However, we cannot agree with their premise that unit agreements 
and development contracts are sufficient offsets to these conditions, 

First I want to discuss unit plans. <A unit plan is an agreement 
between several operators to cooperate with each other in develop- 
ing, as a single ges ee oilfield in which several operators hold leases 
The Department will approve a unit agreement only on a single geo- 
logic structure, which in simple language means only a single oil or 
gas field: The proponent of the unit plan must justify the geologic 
structure by a geological report. In other words, a unit. plan cannot 
be formed until the exploratory work of the geologist and the geo- 
physicist has been completed, and the interpretations of that work 

upon. This can only be done in areas in which the operating 
companies hold leases or options. The result is that unit ions can 
only be formed out of the 300,000 acres that an operator is presently 
permitted to hold under leases and options in Alaska. 

It is true that when a unit plan is approved by the Secretary, the 
acreage within the unit is then no longer chargeable acreage, and to 
the extent of the acreage held in the unit by any operator, he may then 


re new ei 
is, however, does not answer the ——— in Alaska. That prob- 
lem is that the operating companies desirous of doing more explora- 
tory work in Alaska, and having reached their 300,000-acre limita- 
tion in any one area or sedimentary basin, cannot proceed to investi- 
ee rill in other areas or basins, until they have placed their 
and in unit agreements. : 
Le I want to talk a minute ene oe t nares 
velopment contract, as inte y the Secretary of Interior, 
is an 4 between an operator and the Secretary by which, in 
return for an eee by the operator to spend a epacibed number 
of millions of dollars, within a = period of time, within a de- 
ee the Interior permits the operator to hold, 
limitations under the act, whatever age or leases 
within the defined area that the a is able to the Acquire 
from other persons holding leases . Ifthe operator has reached 


his limit at the time he negotiates a development contract 
with the Secreta (and this is waaity'the case), the operator cannot 
acquire leases within the development contract area directly from the 
Government, because by the time the devel t contract is nego- 
tiated other people have already acquired all the leases in the develop- 
, ment contract area. 
Several operating companies have been able to iate develop- 
ment contracts with the ume Pa and have thereby able to ac- 
quire ac in excess of the 300,000 acres heretofore discussed. So it 
can be said that the development contract is a partial:answer to the 
problem, at least. insofar as those companies which have.succeeded in 
securing development contracts areconierned. es ee 
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But the development contract, method has drawbacks and disad- 
vantages which do not make it attractive, and for that reason has net 
been in extensive use. These features are: 

1. The development contract requires a commitment of the opera- 
tor’s capital to be expended within the contract area over a period of 
from 1 to 3. or 4 years: This commitment must be made to the Secre- 
tary before the operator has had any opportunity to investigate the 
area from a geological or geophysical standpoint. 

2. The development contract substitutes the judgment of the Secre- 
tary of the Interior or his assistants for the judgment of the oil and 
gas operator as to how much money must be spent, and as to how fast 
the operator must spend his money during each year the contract.is in 
existence, and the period of time within which he must spend the total 
commitment. 

3. The development. contract is an all or nothing deal. . If part. of 
the land looks good as something you might want to hold on to for 
a while until you could combine it with land outside the contract area 
and work out a joint deal with other operators, this cannot be done. 
You either have to spend the required money according to schedule, 
or give up the whole venture. 

4. Under the present practice the Secretary has required and is 
requiring the operator in order to secure a development contract to 
agree to commence to drill an oil and gas test well within the contract 
area within the first year period of the development contract, whether 
or not such a well is warranted under the information available at 
that time, and before the operator has an opportunity to make a geo- 
logical or geophysical investigation of the area. 

5. The development contract requires the operator to point out the 


area of interest before he is permitted to acquire the leases, all of which 
are theretofore held by other parties. This tends to run up the price 
the nes has to pay for those leases. It increases both the bonus 


and the overriding royalty at which the lease owner will sell. It also 
advises in advance the operator’s competitors, and thereby makes the 
acquisition of leases a harder and more costly job. 
any operators are not willing to commit thei» capital in advance 
of an opportunity to investigate the area or to substitute the judgment 
of the Secretary or his assistants for their own judgment as.to how 
much and.in what manner and at what rate his capital shall be spent. 
About dividing the State: The suggestion of the Department. that 
Alaska may be appropriately. divided into two areas, one. lying be- 
tween the Brooks Range and the Arctic Ocean and the other lying to 
the south of the Brooks Range, is not realistic. The area lying north 
of the Brooks Range is probably one of the most. difficult areas one 
could conceive of for oil and gas operations. It is in the extreme 
north and: communication by water is limited to less than 2 months‘a 
year. Some time in the future this area will undoubtedly be investi- 
gated, but with ‘the vast sedimentary basins of Alaska ving to the 
south in more accessible areas and areas of comparatively warmer 
temperatures still unexplored, ini the nature of things the oi} explorer 
is poing to look first at those closer to home. 
e ability to hold’300,000 acres under lease and option north of 
the,Brooks Range.is.extremely unattractive, - I note that the thinking 
in' the company /with:which-I am associated is that the tremendous.ex- 
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senditures it would take to develop ’oil'in the areas north of the 
Brooks Range and the extreme expense of transporting it to market 
would not warrant a company going’into that area unless it could 
secure the right to investigate a minimum of 8 million acres. This is 
simply because the chances of success would be)so slim and the odds 
so much against'a profitable operation that it would not be a good 
business risk unless there were imnumerable opportunities for dis- 
covery under the venture and this would require a large area to 
investigate. SSE 

Therefore, the suggestion of the Department in this regard offers no 
relief whatsoever to the Alaska oil operator under the present 
situation. WIS « 

In summary, Mr. Chairman, we submit that the: present, limitation 
on the holding of leases and options in Alaska is unrealistic to the 
point of restricting and retarding the exploration and development 
of Alaska’s oil potential. The increase in the acreage limitation pro- 

sed in 8. 1855 is realistic and reasonable under the conditions the 
industry faces in Alaska today. 

We earnestly urge vou to report favorably on S. 1855. 

On behalf of the Western Oil & Gas Association, I thank you 
for the opportunity to appear before you today to. express these 
views. 

Senator Grurnine: Mr. Goodwin, we thank you for your able 
testimony. I note with interest your thought that a realistic change 
would not merely provide a total acreage of a million acres south of 
the Brooks Range, but that north of the Brooks Range a substantially 
larger area, approximately 3 million acres, would be desirable. 

Mr. Goopwin. That is the thinking of our organization, talking 
now about the company I am associated with, and not the Western 
Oil & Gas Association, because I have not discussed it with other 
companies. But pears three companies or more could combine in 
an operation up there and get an area large enough to warrant them 
looking at it. But a limitation of 300,000 would not be attractive at 
all, as I see it. | : 

Senator Gruentnc. I think the most hopeful aspect of the Depart- 
ment of the Interior report on this bill to which you alluded is found 
in the sentence, 


If other parties bring to the attention of the committee and the Congress justi- 
fication for the enactment of such a bill, we— 


meaning the Department of the Interior— 
would be pleased to review our findings. 

I think that. testimony has been presented, and I hope that the 
Department. will review its findings, because I think it is) fairly 
clear that the Department’s suggestions do not offer any relief what- 
ever that is practical to the present situation. 

Mr. Goods, both of your statements will be included in the rec- 
ord in full. 

"(The statements referred to are as follows :) 


STATEMENT OF GoRDON A. GoopwiIN 


"Air. Chairman, membets of the subcommittee, my name is Gotdon A, Goodwin, 
of Calif., I appear here as a spokesman for the Western Oi! & 
Gas Association in support of S. 1855. 
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By profession, Iam an: attorney in the legal department of the Richfield Oil 
corp., of Los Angeles,» For the past 22 years my work in the industry has had 
largely to do: with problems involving the leasing, acquisition, and development 
of Federal lands for oil and gas purposes. I am a member of the public lands 
committee of the’ Western Oil & Gas Association and I am familiar with the 
problems the industry! has had to meet in its Alaskan operations. In that 
capacity I have also worked in conjunction with the Alaska Territorial De- 
partment of Lands in the ‘formulation of rules and regulations involving the 
leasing of Alaskan lands for oil and gas purposes and operations thereon. 

Recently I have appeared before the Alaska legislative counsel and commit- 
tees of the Alaska State Legislature to assist in formulating the present Alaskan 
laws and regulations in this regard. 

The Western Oil & Gas ‘Association, with headquarters in Los Angeles, Calif., 
isa petroleum trade organization representing 80 percent of the oil production, 
96 percent of the refining, and 86 percent of the marking in the six Western 
States of Alaska, Arizona, California, Nevada, Oregon, and Washington. Its 
membership includes both independent and integrated companies. 

It is my purpose to explain to this subcommittee why we feel it is necessary 
and important: that the Mineral Leasing Act be amended as proposed in the 
bill before you in order to further stimulate the exploration for oil. and gas in 
the 49th State, and how the changes as proposed by the bill would be beneficial 
to these operations and to the State of Alaska. 

First, let me point out. that the leasing of Federal lands in Alaska, following 
the leasing boom which started approximately 2 years ago, has now come to a 
virtual. halt. Approximately 100 companies now hold from 90,000 to 100,000 
acres of Federal leases, having reached or nearly reached their limitation under 
present law, and are thus prevented from further expanding exploratory opera- 
tions. (This information is from the office of the commissioner of the depart- 
ment of natural resources in Alaska. There is no similar information presently 
available as to the holdings of options.) 

Despite the increase in exploration interest and activity following. the bring- 
ing in of Richfield’s discovery well on the Kenai Peninsula in 1957, Alaska still 
cannot be considered an oil-producing State. After 50 years of exploratory 
work, no major oilfield has been discovered. 

Consider these facts: 

(1) To date, only one small. producing oilfield has been discovered by the 
industry and it seems. questionable at this time whether this field will be com- 
mercial. This field is in the Swanson River unit on the Kenai Peninsula south 
and west of Anchorage... The discovery well in the Swanson River unit cost in 
excess of $114 million. . In this case_it was necessary to build only 28 miles 
of access road to the drill site from the Sterling Highway. Yet that 28 miles 
of road alone cost over $600,000. 

(2) One development well is currently being drilled in that oilfield. 

(3) Two. wildcat exploration wells are currently being drilled (Union-Ohio 
unit well Kenai No. 1 and Alaska Mineral Oil & Development Co. in the Iniskin 
area of Cook Inlet). 

(4) A wildeat well will shortly be commenced (General Petroleum-Becharof 
No, 1 in the Bristol Bay area). 

(5) Another wildcat is. expected to be commenced before December 31, 1959, 
by Richfield in the Katalla-Yakataga area. ‘ 

(6) Two wildcat wells have been suspended—one by Colorado Oil & Gas Co. 
and associates in the Yakutak area and another, the Angasol well in the 
Houston area. 

(7) The Humble Oil & Refining Co. drilling operations recently concluded on 
the Bear Creek anticline was abandoned as a dry hole which we understand 
cost in excess of $7 million. 

(8) The Navy spent more than $45 million exploring the 23 million acres of 
Naval Petroleum Reserve No, 4 north of the Arctic Circle. Discovery there 
amounted to only a few small oil or gas deposits of such questionable com- 
mercial value that the Navy abandoned its activities. 

Frederic H. Lahee, a noted oil and gas statistician, reports* that for a recent 
6-year period 1 well out of every 10 wildcats in the United States found a new 
oil deposit but that only 1 wildcat out of every 42 found a deposit containing as 
much as.1 million barrels. (This would not be a commercial field in Alaska, ) 
This same study shows that only 1 well out of 158 found a field with a total 


1 World Oil Publication, April 1957. 
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ultimate recovery of 10 million barrels or more and only 1 well out of 427 found 
a field. with a total ultimate recovery of 25 million barrels or more, 

. The experience. of the industry in Alaska to date indicates that the mathe. 
matical odds of finding oil in Alaskan operations will also be great. In addi. 
tion, there are other hazards and difficulties due to remoteness, the rigorous 
climate, and the vast frontier area without roads which make Alaskan. opera. 
tions more than three times as costly as those in the other States. 

It-is our considered. judgment, based:on years of practical experience, that 
unless the present limitation on the holding of public land leases in Alaska is 
substantially increased the pace of oil. and gas exploratory activities in areas 
other than the Kenai Peninsula area and the anepeey Cook Inlet area can- 
not reasonably be expected to increase. 

If the statistics for the United States hold good in Alaska, an exploratory 
company can expect to find one oilfield containing as much as 25 million barrels 
out of ‘every 427 wildcat wells drilled. ' Even a'25-million: barrel field might 
not be commercial in some areas of Alaska. ‘To warrant the tremendous ex- 
pense of exploration and development in these rigorous frontier areas on 
operator must have more than a single shot when he sends a drilling crew north 
to Alaska. He must have an opportunity to drill numerous prospects or the 
venture cannot be expected to pay out. To find sufficient prospective oil and 
gas geologic structures on which to drill to warrant ‘the undertaking, large 
areas must be acquired and explored. 

There are nine or more huge sedimentary basins shown on the map of Alaska 
displayed at this hearing. With the present acreage limitations the companies 
or operators conducting explorationg operations in Alaska are limited to search 
for oil and gas in one or two of these areas because under the present law they 
cannot acquire acreage in blocks of sufficient size in additional areas to make 
the venture attractive. 

Exploratory companies—the big companies and the independent operators— 
develop a budget each year and determine the amount of money they will have 
available to spend on worldwide exploration. They then must determine the 
area or areas in which this money will be spent. Eastern and Western Hemnis- 
phere operations are considered. Foreign and domestic operations also vie 
with each other. The economics and incentives of'the various areas enter into 
the decision. 

An opportunity to. obtain additional’ leases in Alaska in blocks of ‘sufficient 
size and in locations within additional sedimentary basins will provide the 
operating companies with the incentive to spend their money in Alaska. This 
will mean ‘an increase in their geological, geophysical, and land departments in 
Alaska to do a more efficient. and economical job. Additional drilling crews can 
then be brought into these new areas to speed up the exploration and develop- 
ment programs. 

Additional drilling activity should result in the establishment of well-servicing 
companies and well-supply companies which will be drawn to the area by the 
increased scope of oil and gas operations. “This will result in a decrease in the 
present. very high cost of operations, a fact which will in itself lead to even 
further increases in operations. 

» Modern, methods of exploration make possible the exploration of much larger 
areas than are now permitted to be held. The airplane and the helicopter 
especially make vast areas accessible to the geologist and geophysicist. Photo- 
geology increases the areas that can be investigated. 

One of the happy byproducts of oil and gas exploration is the building of 
roads and highways into areas that. are now inaccessible, thus opening them up 
to. other types of. development. Even though the industry can do much explora- 
tion and supply work by using airplanes and helicopters we still must have access 
roads to bring in drilling. equipment and.when we build them we have found 
that they are always greatly appreciated by the residents of Alaska. 

When. all pertinent facts are taken into considération the icreased limita- 
tion pro in the pending bill is completely realistic. Many foreign countries, 
eompeting with,Alaska for investment capital, offer concessions of from 1 million 
to pany son anhs of.acres in order to atfract oil and gas exploration by American 
compa 
“Attached to this statement and on display: in the committee ‘room| are maps 
of, Alaska; with a map. of. Wyoming, a typical west public lands State, pro- 
jected upon the Alaska map. Alaska is more than 514 times as big as “Wyoming. 
In Wyoming, and in each public lands State under present law, one can hold 
246,080 acres of leases and options on Federal lands!' In Alaska. under present 
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jaw one can hold 300,000 acres in leases or options which is only 53,920 acres 
more than one can hold in Wyoming or in any other public lands State. 

We have here a small red square which on the scale of the Alaska map repre- 
gents an atea of 300,000 acres. Let us place this red square on the map of 
Alaska ahd see visually the area of Alaska this represents. We also have a red 
square Which on the scale of the Alaska map represents an area of 1 million 

acres. We will placé that on the map and we can see how much land this 
represents in Alaska. Ordinarily, an operating company will have several areas 
of interest in which its acreage holdings will be distributed. You can see that 
a million acres distributed in several areas of interest would represent a very 
small portion of the total lands in these sedimentary basins. 

In summary, Mr. Chairman, we submit that the present limitation on the hold- 
ing Of leases and options in Alaska is unrealistic to the point of restricting and 
retarding the exploration and development of Alaska’s oil potential. The in- 
crease in the acreage limitation proposed in 8.1855 is realistic and reasonable 
under the conditions the industry faces in Alaska today. We earnestly urge 
you to report favorably on 8. 1855. 

On behalf of the Western Oil & Gas Association, I thank you for the opport: 
tunity to appear before you today to express these views. 


SUPPLEMENTAL STATEMENT oF Gorpon A. Goodwin 


After having read the report the Department of the Interior has submitted 
to this subcommittee on 8. 1855, and after listening to the statement and the 
testimony of Mr. Max Caplan of ‘the Bureau of Land Management, on an identi- 
eal bill before the House Mines and Mining Subcommittee, we feel that a sup- 
Senet should be made to the statement we previously prepared for this sub- 
committee. 

We will discuss the Department’s suggestion that the use of unit plans and 
development contracts makes it unnecessary to have any increased acreage lim- 
itation in the area south of the Brooks Range. We will comment on the De- 
eee suggestion for dividing Alaska ie two areas, one north of the 

ks Range, ahd one south, and permitting the present acreage limitation 
toapply in each area. 

Also, we are happy to note that the Department does recognize that an 
increase in the acreage limita tation is necessary in Alaska; the formula it sug- 

would in effect double the present tlntttation, We alsd welcome the 
Department's openthindedness as shown in the following sentence from its 


report : 
citation ort es bring to the attention of the committee and the Congress 


justification Baer ce cit tae ers Ane ae ee ate 


7 talteve that the testimony heard by this committee has supplied 


We agree n= OY with the Department’s statement that “* * * cli- 
gas ent in- Alaska more difficult than 
exploration and development in Alaska involve 

.” There ts no question but that the farther north 
you go In Alaska ahd the farther you penetrate the wilderness the greater the 


agree with their premise that unit agreements and de 
velopment contracts are sufficient offsets to these conditions. 


UNIT PLANS 


it Detween several operators to cooperate with each 
See eee 
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It is true that when a unit plan is approved by the Secretary, the acreage 
within the unit is then no longer chargeable acreage, and to the extent of the 
acreage held in the unit by any operator, he may then acquire new acreage. 

This, however, does not answer the problem in Alaska. That problem is that 
the operating companies desirous of doing more exploratory work in Alaska, 
and having reached their 300,000-acre limitation in any one area or sedimen- 
tary basin, cannot proceed to investigate and drill in other areas or basins, unti] 
they have placed their land in unit agreements. 


DEVELOPMENT CONTRACTS 


A development contract, as interpreted by the Secretary of Interior, is ap | 
agreement between an operator and the Secretary by which, in return for an 
agreement by the operator to spend a specified number of millions of dollars, 
within a specified period of time, within a defined area, the Secretary of the 
Interior permits the operator to hold, free of acreage limitations under the act, 
whatever acreage or leases within the defined area that the operator is able to 
thereafter acquire from other persons holding leases therein. If the operator 
has reached his ‘acreage limit at the time he negotiates a development contract 
with the Secretary, (and this is usually the case) the operator cannot acquire 
leases within the development contract area directly from the Government, be 
cause by the time the development contract is negotiated other people have al- 
ready acquired all the leases in the development contract area. 

Several operating companies have been able to negotiate development con- 
tracts with the Secretary, and have thereby been able to acquire acreage in 
excess of the 300,000 acres heretofore discussed. So it can be said that the de 
velopment contract is a partial answer .to the problem, at least insofar as those 
companies which, have succeeded in securing development contracts are 
concerned. : 

But the development contract method has drawbacks and disadvantages 
which do. not make it attractive, and for that reason hag not been in extensive 
use, These features are: ; 

(1) The development contract requires a commitment of the operator's 
capital to be expended within the contract area over.a period of from 1 to 3 or 
4 years. This commitment must be made to the Secretary before. the operator 
has had any opportunity to investigate the area from a geological or geophys 
ical. standpoint. & ail ; 

(2) The development contract substitutes the judgment of the Secretary of 
the Interior or, his assistants for the judgment of the oil and gas. operator as to 
how. much money must be spent, and as to how fast the operator must spend 
his money during each year the contract is in existence, and the period of time 
within which he must spend the totalcommitment. ...._.- .,: .. 4 

(3) The development contract is an all or nothing deal. If part of the land 
looks good as something you might want to hold on to for a while until you 
could combine it: with land outside the.contract area and work out a joint deal 
with other operators, this can’t be done. You either have to spend the. required 
money according to schedule, or give up the whole venture, 

(4) Under the present practice the docuties has required and is requiring 
the operator in order to secure a development contract to agree to commence to 
drill an oil and gas test well within the contract area within the first year period 
of the development.contract, whether .or not such a well is warranted under, the 
information available at that time, and before the operator has an opportunity 
to,make a geological or geophysical, investigation of, the ain es 

(5) The development contract requires the operator to point out the area of 
interest before he is permitted to acquire the leases, all of which are theretofore 
held by other parties. This tends to run.up the price the operator has to pay 
for those leases. It increases both the bonus and the overriding royalty at 
which ‘the lease owner will sell. It also advises in advance: the operator’s 
ceseeiontee and thereby makes: the acquisition of leases a harder and more 
costly: job. “ ei, hive tae i 

Many operators.are not willing. to commit.their capital in’ advance of an 
opportunity to investigate the.area or to substitute the judgment of the Secretary 
or his assistants for their own, judgment as to how much and-in what manner 
and at what rate his capital shall be spent. « nl? Hit. daipoloos odf4 Ta 
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DIVIDING THE STATE 


The suggestion of the Department that Alaska may be appropriately divided 
into two areas, one lying between the Brooks Range and the Arctic Ocean and 
the other lying to the south of the Brooks Range, is not realistic. The area 
lying north of the Brooks Range is probably one of the most difficult areas one 
could conceive of for oil and gas operations. It is in the extreme north and 

communication by water is limited to less than 2 months a year.. Some time in 
the future this area will undoubtedly be investigated but with the vast sedi- 
mentary basins of Alaska lying to the south in more accessible areas and areas 
of comparatively warmer temperatures still unexplored, in the nature of things 
the oil explorer is going to look first at those closer to home. 

The ability to hold 300,000 acres under lease and option north of the Brooks 
Range is extremely unattractive. I note that the thinking in the company 
with which I am associated is that the tremendous expenditures it would take 
to develop oil in the areas north of the Brooks Range and the extreme expense 
of transporting it to market would not warrant a company going into that area 
unless it could secure the right to investigate a minimum of 3 million acres. 
This is simply because the chances of success would be so slim and the odds 
so much against a profitable operation that it would not be a good business 
tisk unless there. were innumerable opportunities for discovery under the venture 
and this would require a large area to investigate. 

Therefore the suggestion of the Department in this regard offers no relief 
whatsoever to the Alaska oil operator under the present situation. 


Senator Gruentne. I have some additional’ telegrams and state- 
ments in regard to this legislation, which I will insert in the record 
at this point. 

(The telegrams and statements referred to are as follows: ) 


BURLINGAME, Cauir., June 18, 1959. 
Hon: Ernest GRUENING, 


U.S. Senator of Alaska, Washington, D.O.: 


Urge approval of 8. 1855, increasing acreage limitatiozis on oil leases in Alaska. 
This measure would: stimulate oil exploration by both major and independent 


operations in Alaska. 


Grorce N. KeystTon, Jr. 


5 Denver, Co1o., June 18, 1959. 
Senator Drnes? GRvENING, 
Senator from Alaska, Senate Office Building, Washington, D.C.: 


As independent oil consultants we urge passage of H.R, 6940 increasing limi- 
tation in Alaska to 1 million acres and eliminating distinction between leases and 
options. We feel that most of 30 or more companies and independents we have 
‘hai for in Alaska would unanimously endorse this telegram if we had time to 

culate. °°» 

Passage is beneficial to Alaska and to industry. More acreage is essential to 
be attractive for exploration. Most foreign countries recognize this and we also 
should. Alaska is far from big oil State at present and industry needs help such 
as passage would give. 

RaymMonp M. THomMpPson, 
President, Global Exploration Co. 


ANCHORAGE, ALASKA, June 18, 1959. 
Senator Eenest. GRUENING, 


Senate Office Building, Washington, D 0.2 Daas 
We heartily concur with your endorsement of dena bill 1855. We feel that 
immediate passage will stimulate and encourage vitally needed petroleum de- 
ne in: ones, * On 
h POLARIS HXPLoRATION Co., INo., 
Grorae 8. Grimes, President. 
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JUNE 18, 1959. 
Mr. Grorece §. 


G 
President, Polaris Exploration Co., Inc., Anchorage, Alaska. 


Dear Mr. Grimas: I have your recent telegram urging my support of S. 1855. 
As I am one of the sponsors of this bill, you may be sure it will have my warm 


Cordially yours, 
Benes? GRvuenina. 


AncHORAGE, ALASKA, June 18, 1959. 
Hon. Ernest G 


RUENING, 
Senate Office Building, Washington, D.O.: 

We consider your bill 1855 vital to the best interests of oil exploration in 
Alaska. ere ae eee te hie sade 


G@prorer H . Tooker, 
President, Anchorage Gas & Ott Development. 


JUNE 18, 1959. 
Mr. Grorce H. Tucxker, 


President, Anchorage Gas & Oil Development, Inc., 
Anchorage, Alaske, 


Dear Mr. Tucker: I have your recent telegram urging my support of S. 1885. 
As I am one of the sponsors of this bill, you may be sure it will have my warm 


Cordially yours, 
Benes? GRUENING. 


ANCHORAGE, ALABKA, June 18, 1959. 
Senator GRUENING, 
Senate Office Building, Washington, D.C.: 

Strongly urge you to give utmost support to bill increasing acreage limitation 
on Podral oll aad daa tanned in Alesha. Present limitations wholly unrealistic 
in view of extreme size of your State. Orderly development of Alaska oil 
potential will be greatly enhanced by increasing the limitation now imposed. 


’ Haxzzouty AtasKxa On: Co. 


JUNE 18, 1959. 


Hatzouty ArasKa Ont Co., 
First National Bank Building, 
Anchorage, Alaska. 


GENTLEMEN: I have your recent telegram urging my support of 8. 18556. As 
I am one of the sponsors of this bill, you may be sure it will have my warm 


Cordially yours, 
Benest GRvenine. 


West Los ANGELES, CaLir., June 18, 1959. 
Senator Erenest Grvuenine, 


Senate Office Building, 
Washington, D.O.: 
be of great elp Yo the independent, produo of et Thie bill if passed 


t producer of petroleam and will un- 
pats agen arog open tinge py aa 


GopEen Baar Or Co., 
J. M. Fetpman, President. 
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JUNE 18, 1959. 
Mr. J. M. FetpMan 


President, Golden Bear Oil Oo., 
Los Angeles, Calif. 

DeaB Mr. FerpMan: I have your recent telegram urging my support of §. 1855. 
$8 LAE CF SAR ONE SEEN OS FORE BES NS TE ROD EY AOE 
$u - 

nes: Cordially yours, 

ERNEST GRUENING. 


San Franoisco, Canr., June 17, 1959. 
Senator Egmnest GRUENING, 


Senate Office Building, Washington, D.C.: 

Honolulu Oil. Corp., an independent oil-producing company, urges favorable 
consideration and enactment of S. 1855 in order to encourage oil exploration and 
development in, and economic independence of, Alaska. 

Honortvutv Or Corp., 
By T. ©. Moroney, 
Secretary. 


June 18, 1959. 
Mr. T. C. Moroney, , 
Secretary, Honolulu Oi Corp., 
915 Market Street, San Francisco, Calif. 

DeaRB Mr. Moroney: I have your recent telegram urging my support of S. 1855. 
Ao 1 She DRS IRPOR of this bill, you may be sure it will have my warm 
80 

sss Cordially yours, 

ERNEST GRUENING. 


ANCHORAGE, ALASKA, June 18, 1959. 


Hon. B. G. GRUENING, 


Senate Office Building, 
Washington, D:C.: 


Urge passage of Senate bill 1855 which allows for increase in allowable oil 
lease acreage. J am informed this legislation will result in increased oil ex- 
ploration in Alaska. The oil industry promises to bring Alaska stable 
economy. 

Ropert A. BAKER, 
Senior Vice President, First National Bank of Anchorage. 


JUNE 18, 1959. 
Mr. Ropert A. BAKER, 
Senior Vice President, First National Bank of Anchorage, 
Anchorage, Alaska. 


Deas Me. Baker: I have your recent telegram urging my suppert of §. 1855. 
As I am one of the sponsors of this bill, you may be sure it will have my warm 
support. 

Cordially yours, 
ERNEST GRUENING. 


ee 


Los AneeE.es, Canrr., June £7, 1959. 

Hon. ERNEST GRUENING, 
Senator for Alaska, 
Senate Office Building, 
Washington, D.C.: 

As an independent oil producer I feel strongly that S. 1855 should be passed. 
It will make the development of oil resources much more attractive in Alaska. 
It will help the small producer and it will be a boost to the State of Alaska. 


Ross McCortum, 
President, McGreghar Land Co. 
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_ June 18, 1959. 


Mr. Ross McCoiium, 
President, McGreghar Land Oo., 
National Oil Building, Los Angeles, Calif. : 


Deak Mrz. McCottum: I have your recent telegram urging my support of §. 
1855. As I am one of the sponsors of this bill, you may be sure it will have my 
warm support. : 


Cordially yours, 
; ERNEST GRUENING. 


Senator Gruenine. Are there any other witnesses who desire to be 
heard on S. 1855 ? 
[S. 1723] 


Senator Gruenrna. S. 1723 is a bill introduced by you, Senator 
Bartlett, on behalf of yourself, and for me, and it is a bill to amend 
the 1914 pee for the leasing of coal lands in Alaska in order 
to increase the acreage limitation in such act. Senator, will you pro- 
ceed with your testimony on that bill? 


STATEMENT OF HON. E. L. BARTLETT, A U.S. SENATOR FROM THE 
STATE OF ALASKA eC 


Senator Bartierr. As to S. 1723: The need for this legislation re- 
sults from the same compelling factors which I have discussed in refer- 
ence to S. 1855. Under existing law, moreover, the restrictions on 
acreage for coal leasing in Alaska are more severe, in quantitative 
terms as well as in practical terms, than in any other State. Coal leas- 
ing restrictions in Alaska are found in the Alaska Coal Leasing Act 
of 1914 and limit coal lessees in Alaska to 2,960 acres. In contrast, 
coal lessees holding in any other State, under the Mineral Leasing Act 
of 1920, as amended, may hold as much as 15,360 acres under existing 
law. Obviously, this discrepancy in existing law places the would-be 
developer of Alaska coal under severe handicaps. These handica 
are man made ‘and can be removed by the Congress. S. 1723 would 
accomplish this and would provide a needed incentive for the develop- 
ment of the coal resource in Alaska. 

Mr. Chairman, I note that Mrs. Ryan, in the letter to which I pre- 
viously referred, the letter she wrote me on June 9, emphasizes the need 
for this legislation. She says, and I quote: 

S. 1723 increases the acreage limitation on coal leases to a figure that is more 
realistic when consideration is given the required exploration and development 
programs needed to economically justify a coal mining program. This very im- 
portant legislation would be of great assistance now, because a number of large 
and experienced coal mine operators are considering the development of Alaskan 
coal for the export market. 

I request that a memorial from the first State Legislature of Alaska 
supporting the purposes of S. 1723 be printed in this record. — 

nator Gruentine. It will be received and printed at this point. 
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(The memorial referred to is as follows :) 


ALASKA SENATE JOINT MEMORIAL 8 


To the Honorable Dwight D. Hisenhower, President of the United States; the 
Honorable Richard Niwvon, President of the Senate; the Honorable Sam Ray- 
burn, Speaker of the House of Representatives; the Honorable B. L. Bartlett 
and the Honorable Ernest Gruening, Senators From Alaska; the Honorable 
Ralph J. Riwers, Representative From Alaska: 


Your memorialist, the Legislature of the State of Alaska in first legislature, 
first session assembled, respectfully submits that— 

Whereas the State of Alaska under the provisions of Public Law 85-508 is 
granted 103,550,000 acres of land for selection ; and 

Whereas: one-third of Alaska’s land area is already appropriated in such 
manner as to be unavailable for selection ; and 

Whereas an equal amount of land constitutes mountainous and glacial areas 
wisuitable for selection; and ‘ 

Whereas committee reports on the statehood bill for Alaska very clearly em- 
phasized that Alaska must have maximum management of its natural resources 
for economic reasons ; and 

Whereas section 6(h) of Public Law 85-508 establishes an arbitrary date of 
July 7, 1958, which limits State selection for oil and gas lands to those actually 
uider lease prior to said date; and 

Whereas the State of Alaska has not yet received rules and regulations from 
the Secretary of the Interior controlling land grant selections; and 

Whereas the Interior Department is presently issuing oil and gas leases cover- 
ing 2 million acres per month, which action precludes State selection of these 
areas ; 

Now, therefore, your memorialist, the Legislature of the State of Alaska, 
urges that action be taken to have the restricting phrase “* * * unless such 
lease, permit, license, or contract is in effect on the date of approval of this. 
Act, and * * * ” stricken from the first sentence of section 6(h) of Public 
Law 85-508. 

Passed by the senate February 28, 1959. 

WILuiaAM E. BEttz, 
President of the Senate. 
Attest : 
KATHERINE T. ALEXANDER, 
Secretary of the Senate. 
Passed by the house March 6, 1959. 
WaRREN A. TAYLOR, 
Speaker of the House. 


Attest: 


EstHER REED, 
Chief Clerk of the House. 

Senator. Barrier. I think the net of this, Mr. Chairman—I have 
concluded my written statement—is that. when a company goes to 
Alaska on a venture which has for its purpose the mining of coal, or 
any similar undertaking, once again it confronts financial hazards 
not normally present in the other and smaller 48 States. And the 
building of permanent year-round industries in Alaska is an essen- 
tial administration of the new State, and it is my firm and positive 
belief that the Congress, insofar as it reflects truly the national in- 
terest, ought to join with. the people of Alaska in bringing about this 
happier situation toward which we aim. I am convinced that grant- 
ing those who want to mine coal of a suitable amount of land under 
lease would make a contribution to this endeavor. I. hope the com- 
mittee and the Congress will favorably consider this legislation. 

Senator Gruenine. Senator Bartlett, I know you are familiar with 
the long struggles to make it possible for the coal mining industry, for 
instance, to secure legislation ‘which would permit the mining of coal. 
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You will recall that for a decade and a half it was virtually im- 
possible to mine coal, owing to internal difficulties within the Depart- 
ment of the Interior. You have had a long amen in trying to get 
our land laws altered to make them more workable, And I won 
whether you would not make a comprehensive comment, as you see fit, 
on the basic need for these changes, which, as I see it, merely aim to 
correct a ee of inappropriate legislation, less based on lack of 
knowledge of Alaska’s needs, and often on a lack of willingness on 
the part-of the people in the bureaus to appreciate what the people of 
Alaska were up against in trying to'develop that. Territory and now 
our State. 

Senator Bartierr, I would say, Mr, Chairman, that the reasons for 
the situation we confront, the reasons for the slow development of 
Alaska, are principally two. They have been set forth throughout the 
years, never more adequately, with such detail, or such eloquence, as 
in the presentation e in a book written by the present junior Sen- 
ator from Alaska, the presiding chairman, entitled, “The State of 
Alaska.” ‘Those reasons are, in my opinion, as follows, rif 

First, in the fore part of the century, the Nation awakened figura- 
tively one morning to discover that its vital natural resources were 
being wasted, were being exhausted, were not being used in the public 
interest. An aroused Nation insisted that something be done about 
this; that the conservation policies and principles be followed. And 
as a consequence, desirable laws were en ' 

And then the Nation saw distant Alaska, virgin Alaska, with its 
mighty wealth of resources of somany kinds. And the Nation said, if 
a nation can speak, “This will not happen to Alaska. We shall make 
sure that something is left there for the future.” 

But the result, was, Mr. Chairman, that in Alaska they went too far, 
and these resources were virtually locked up. And those in charge of 
Government forgot that not only useful but absolutely essential ad- 
monition of Gifford Pinchot, one of the great fathers of conservation, 
and that is that the resource must be made available under proper 
circumstances and conditions to the living generation. 

But the coal lands of Alaska were locked up. Great timber re- 
sources were placed under reserve. And in general, a set of laws was 
established that made it almost impossible for anyone to do anything 
with the land in Alaska. . 

The second reason why we have gone ahead so slowly is the nat- 
ural inertia that attends the treatment of a Territory of the United 
States, There was a long era of neglect. Even in a later day, when 
it was pointed out by Alaskans and by others time after time that a 
system of homestead laws for opening up the West was not the proper 
system for Alaska, nothing was done about it, 

It was not that there were men of ill will who were not favorably 
disposed toward aor but that national attention and interest were 
focused elsewhere. And the net of all of this, Mr. Chairman, was, in 
my view, that the pepe of Alaska came to the conclusion that noth- 
ing ever would be done under Territorial status, And that is a prin- 
cipal reason why they spoke out and fought for and achieved state- 


Now, if we are going to continue to keep in force and effect thes 
hampering restrictions, then Alaska is going to move ahead mor 
slowly than otherwise would be the case. 
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But if we, through our State government, enacted a more suitable 
set of homestead laws to be applied to lands to be selected by the 
State, under the statehood law—and I am sure the State will do 
that—and if the State moves in other areas to enact laws appropriate 
for Alaska, not for the settlement of Oregon in 1850, that being vir- 
tually the situation under which we have been living, then the re- 
sources of Alaska will be put to proper and constructive use. 

In all of this, Mr, Chairman, I want to say most effectively that I 
am absolutely persuaded and convinced that the people of Alaska are 
not going to give away these natural resources. The laws already 
written by the epalature, the first State ee and the Alaska 
Territorial Legislature, reflect this, that Alaskans are aware of the 
fact that proper constitutional laws must be instituted and the re- 
sources guarded, so that two things may be done: That these resources 
may be properly utilized now, but that something will be left over, 
Mr. Chairman, for the future. 

And of course the State legislature cannot do it all. If it could, I 
would not be testifying before you at this very time in behalf of these 
Federal bills, which are required, so that the grand scheme, the great 

lan, of opening up Alaska to proper development, so that it may 
Booms the home of mary more Alaskans than now reside there, so 
that its riches may benefit not only the 49th State but all of the Na- 
tion, may become a reality rather than remain a dream. And these 
will not be the only bills, I suspect, that will have to be introduced to 
bring about this objective. 

That in some measure is the way I look at this legislation in rela- 
tion to the overall plan for bringing into the position it ought to 
occupy, Mr. Chairman, the 49th State of Alaska. 

Senator GruEeninc. Senator Bartlett, these various measures de- 
signed to help develop Alaska and make the existing legislation more 
workable do not entail any expenditures. I would like to call your 
attention to the fact that we are at this time and have for some years 
been spending very large sums of money to help develop some 60 or 
70 foreign nations. Now, in these essential measures—I consider them 
essential, and you do—we are not asking the Federal Government to 
make any SE PFORE NONE, are we? 

Senator Bar . I do not see a situation whereby the Department 
of Interior would be required to put on any additional personnel at 
all to carry out any of these bills if they become law, as we hope will 
be the case. On the other hand, Mr. Chairman, if we are right in 
our assumptions—and I believe we are—the result will be that reve- 
nues will be notably increased, not only to the State of Alaska, re- 
ferring now to the oil and and coal bills, because we believe that 
oil will go sooner into production if these bills are enacted into law. 
This would benefit the State of Alaska through receipt of oil and 

lease money, and later on royalty on oil uction; but also, Mr. 
airman, the Federal Treasury will be likewise enriched and will 
be in the ha: py situation of having more money to send elsewhere. 

Senator Sermennie Thank you, Senator Bartlett. 

We will now hear Mr. Holdsworth’s testimony on S. 1723. Will 
you proceed, sir? 
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STATEMENT OF PHIL HOLDSWORTH, COMMISSIONER OF NATURAL 
RESOURCES, STATE OF ALASKA 


Mr. Hotpsworru. Coal Jands in Alaska are leased under the pro. 
visions of the Alaska Coal Leasing Act of 1914. Lands in the other 
48 States are leased under the provisions of the Mineral Leasing Act 
of 1920, as amended. _ Two years ago the acreage limitation provision 
of the Mineral Leasing Act of 1920 was raised from 2,560 acres to 
10,240 acres with an additional 5,120 acres available upon economic 
justification. Alaska’s limitation under the 1914 act remained 
unchanged. 

The past history of coal leasing in Alaska has resulted in an un. 
usual situation. ughout the years leases were issued coveri 
some seven separate mining operations in anticipation of a steadily 
rising domestic. demand for coal. The anticipated demand, however 
did not materialize and as a result military coal contracts are handled 
on a negotiated basis in an attempt to keep all existing operators in 
business even if on an intermittent or limited basis. 

To protect existing operators it has been necessary for the Conser- 
vation Division of the S. Geological Survey to closely control issu- 
ance of any additional leases. This necessary control should and can 
continue to be exercised to protect the domestic situation. 

An entirely new interest in Alaskan coals has recently developed 
which indicates the possibility of the establishment of an export busi- 
ness in coking coal. The immediate market for such high grade coal is 
the Japanese steel industry. The known deposits of coking coal in 
Alaska occur in areas of complex geology and an exploration pro- 
gram to develop such deposits would cover an extensive area. Be- 
cause of these conditions, it is quite evident that the acreage holdings 
of a prospective developer must be much larger than the present 
allowable if the investment necessary to prove the existence of mine- 
able blocks of coal is to be protected. e proposed legislation has 
been requested by a recognized member of the mining industry who 
is presently supplying a portion of the Japanese market from the 
eastern coast of the United States. The most promising areas for 
the development of coking coal reserves in Alaska are the eastern 
portion of the Matanuska Valley and the Bering River area just east 
of Cordova. The geology of these areas is so complex and the factual 
information available on the possible reserves so limited that expen- 
ditures in excess of $1 million will be necessary before an operator 
may be assured of the existence of sufficient reserves to justify the 
installation of a processing plant and transportation and docking 
facilities. 

In order to encourage the development of new. coal deposits for 
the export market and to assist in the development of a worthwhile 
industry in Alaska we believe that the allowable acreage that an 
individual or company may hold in the State of Alaska should be in- 
creased. We are in full support of the provisions of this bill and 
urge its enactment. 

nator GrueNtNe. Can you visualize any adverse action result- 
ing from the passage of this legislation ? aie 

Mr. Hotpsworrn. I can see no adverse action resulting from it, 
Mr. Chairman, as long as the Conservation Division of the Survey 
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does have the control, which they do, and retain it, in the actual 
issuance of leases. 
They can protect against any possible adverse effect on the domestic 


industry. aie ; : 

Senator Gruenine. Are you perhaps familiar with the early. his- 
tory of the attempts to mine coal ¢ 

Mr. HotpswortnH. Quite familiar with it. 

Senator Grugnine. You know that for a decade and a half it was 
virtually impossible to mine coal, onpiing: £a the conflicts that existed 
within the Department of the Interior between its various agencies, 
and their fear that if they loosened up there would be a coal monop- 
oly, and as a result of that we had practically no coal mining for 
the first decade and a half, and the development of Alaska was held 
back thereby? Are you familiar with that story ? 

Mr. Hotpsworrn. Quite familiar with it, Senator. 

Senator Gruenine. We have a report on this subject by the Depart- 
ment of the Interior, which says: 


We do not object to the enactment of Senate 1723 if amended as suggested 
below. 


And as this report has likewise been received here today and may 
not be familiar to others, I think it is desirable that I read it into 
the record, so that we may have the testimony of yourself and other 
witnesses, if they have ideas on the subject, as to the proposed amend- 


ment. 
U.S. DEPARTMENT OF THE INTERIOR, 
: Washington, D.C., June 18, 1959. 

Hon. JaMES E. Murray, ; 
Chairman, Committee on Interior and Insular Affairs, 
US. Senate, Washington, D.C. 
’ Deak SENATOR Murray: This is in reply to your request for the views of this 
Department on S. 1723, a bill to amend the act providing for the leasing of coal 
lands in Alaska in order to increase the acreage limitation in such act. 

We would not object to the enactment of §. 1723, if amended as suggested below. 

The Mineral Leasing Act of February 25, 1920 (41 Stat. 437), as amended (30 
U.S.C. 181 et seq.), governs leasing of coal, phosphate, sodium, potassium, oil, 
oil shale, and gas on the public domain. This act is applicable equally to Alaska 
and the other States, except that it does not apply to coal in Alaska. The leasing 
of coal on the public domain in Alaska is governed by the act of October 20, 1914 
(88 Stat. 741), as amended (48 U.S.C. 482-452). Under the 1914 act not more 
than 2,560 acres may be leased to any one party. This is a much more stringent 
limitation than that applied by the general statute which permits a party to hold 
10,240 acres under coal lease in any one State, and in some circumstances permits 
the holding of an additional 5,120 acres under coal lease in a State. In this 
respect, it is interesting to note that the 1920 act permits the holding of greater 
acreage under oil and gas lease in Alaska than elsewhere. S. 1723 would amend 
the 1914 act to permit a party to hold 30,720 acres under coal lease in Alaska. 

The present acreage limitation imposed by the Alaska Coal Lands Act is in- 
tended to prevent monopoly. However, we can discover little danger of that in 
the coal industry, and we believe that any danger of monopoly which does exist 
can best be overcome by encouraging the development of further resources. The 
present restriction applicable to Alaska is so stringent that it tends to discourage 
investment in coal mining there, and if the Federal Government is to permit the 
more complete utilization of low and medium grade coal deposits under more 
modern methods of mechanized mining an increase in the acreage limitation 
appears necessary. Under the geologic conditions prevailing in Alaska coal 
deposits in.many cases are variable and unpredictable.. Lessees operating more 
than one mine and mining more than one type of coal may find it imperative that 
they be permitted to acquire additional land without giving up the land now 
being worked by them, In many casés isolated areas at the present time cannot 
be developed because before they can be leased, existing operations must be 
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dropped. An increase in the acreage limitation would probably encourage many 
existing lessees to explore and develop larger areas than they may at the present 
time hold under lease. At the present time there is increased interest in coal 
production in Alaska for foreign export. We believe that every effort should 
be made to induce the timely and proper development in Alaska’s coal resources. 
Accordingly, we feel that an increase in the maximum acreage which may be 
held under coal lease in Alaska is desirable; however, we do not at this time 
favor the increase proposed by S. 1723. 

It seems highly illogical that the Mineral Leasing Act should have general 
application to the public domain both in Alaska and the older States, except with 
respect to this one mineral in Alaska. The coal leasing provisions of the 1920 
act have proved generally satisfactory. Objections to the limitations on acreage 
which may be held under lease as unduly restrictive have been answered by the 
act of August 21, 1958 (72 Stat. 688), which established the present limitations. 
As far as we know, there is now no objection to the coal provisions of the 1920 
act. Recognition of the increased cost and difficulty, due to distance, terrain, and 
climate, of coal mining in Alaska may be made by establishing for Alaska a 
greater maximum acreage than applicable elsewhere. This is already the case 
with oil and gas leasing under the Mineral Leasing Act, under section 27 of 
which (30 U.S.C. 184) acreage under lease in Alaska is limited to 100,000 acres, 
while in each of the other States 46,080 acres may be held under lease. Similar 
treatment for Alaska with respect to coal would seem justified, and we recom- 
mend that in Alaska the basic limitation be set at 20,480 acres rather than at 
10,240 acres. Accordingly, we see no reason to preserve the 1914 act governing 
the leasing of coal in Alaska, and we suggest that it be repealed and the coal 
leasing provisions of the 1920 act made applicable in all respects to Alaska. This 
may be achieved by deleting all in S. 1 after line 5 and substituting therefor 
the following: 

“repealed. 

“Sec. 2. (a) The first sentence of section 2 of the Act of February 25, 1920 
(41 Stat. 487, 488), as amended (30 U.S.C., sec. 201), is further amended by the 
deletion of the words ‘outside of the Territory of Alaska’. 

“(b) The first sentence of section 27 of the Act of February 25, 1920 (41 
Stat. 437, 449), as amended (30 U.S.C., sec. 184), is further amended by the 
insertion immediately prior to the colon of a comma and the following: ‘except 
that in the State of Alaska coal leases or permits not exceeding an aggregate 
of twenty thousand four hundred and eighty acres may be held’. The proviso 
to that sentence is amended by the insertion after ‘said ten thousand two hun- 
dred and forty acres’ of the following: ‘(or, in the case of Alaska, twenty thou- 
sand four hundred and eighty acres)’.” 

The title of §. 1723 should be amended to read “To repeal the Act of October 20, 
1914 (38 Stat. 741), as amended (48 U.S.C.,..sees. 482-452), and for other 
purposes”, 

Since we are informed that there is a particular urgency for the submission 
of the views of the Department, this report has not been cleared through the 
Bureau of the Budget and, therefore, no commitment can be made concerning 
the relationship of the views expressed herein to the program of the President. 

Sincerely yours, id, 
EHumer F. Bennett, 
Acting, Secretary of the Interior. 


Senator Grueninc. Mr. Holdsworth, of course these proposed 
changes xvas a little study, and I do not know whether you would 
be prepared to comment on them without further study. But I would 
suggest that they have your attention, and if you are prepared to 
testify on the proposed amendments, we would be glad to hear you. 
Tf not, we would be glad to have you take this under consideration 
and perhaps aoammenee you feel able to. later in the day. 

Apparently the Department of the Interior is willing to subscribe 


to some change, but not to the extent that the sponsors of the bill and 
the supporters of the bill and the Department of Resources in Alaska 
think desirable. , 

Mr. Hotpsworrn. Mr. Chairman, I am familiar enough with the 
1914 act to agree with the Department that there is no reason why 
it should not be repealed and Alaska come under the 1920 act. 
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There were certain coal reserves created under the 1914 act, which 
reserves were abolished by a portion of Public Law 508, our state- 
hood bill. As I recall, there is nothing in the 1914 act that would 
change our actual status if we did come under the 1920 act. 

Senator GruENine. But you would have a smaller acreage for coal 
mining, would you not, under these proposed amendments ? 

Mr. Hoxpsworrn. Under the proposed amendments, it would be 
gmaller than this legislation asks for, S. 1723. It would be greater 
than we are allowed now, though, under the 1914 act. 

Senator Gruznine. Would it be, in your judgment, sufficiently 
greater to overcome the handicaps under which coa operators, an 
and popcorn are now operating ? 

Mr, Houpsworrn. I believe that the 20,000-acre would an- 
swer the immediate problem, even in the complex geo eat area. 

Senator Grugentne. Then it would be your view that we should 
accept the amendments pro ‘ by the Department of the Interior? 

Of course, obviously, if amendments are accep we have a 
bill which will then have administration support and would probably 
be more easy to pass than one which would run counter to the objec- 
tions of the Department. 

. Houpsworts, That is quite true. And it is quite urgent, be- 
cause of recent developments, that an increase in acreage be granted 
as rapidly as possible. 

Senator Grugnine. In other words, speed is of the essence. We are 
anxious to get Alaska developed and to develop our coal and other 
resources, 

Mr. Howpsworta. That is correct. 

Senator Grvuenine. Thank you very much for your testimony on the 
subject of S. 1732 

I see Governor Heintzleman is here. Is it possible that you would 
prefer to testify now, Governor ? 

Mr. Hernrzreman. If you please. 

Senator Gruznine. We will be very happy to accommodate you. I 
hope that does not inconvenience any of the other witnesses. 

You are here to testify on which of these? 

Mr, Hemvrztzeman. The coal leasing. That is Senate bill 1723, in- 
troduced by Senator "Bartlett, for himself and for Senator Gruening, 
to amend the act providing for the leasing of coal lands in Alaska in 
order to increase the acreage limitation in 

Grusnine. Will you proceed in your own way, Governor? 
We are very happy to have you here. 


STATEMENT OF HON. B. FRANK HEINTZLEMAN, FORMER 
GOVERNOR OF ALASKA 


Herntzteman. Mr, Chairmen, for the record, m pr name ie 

B. Frank Heintzleman, former Governor of Alaska, when Alaska was 

still a Territory. T hace boon in Rinaed for ah ae oars Prior to be- 

coming Governor, I spent many aeort dank: e administration 

and development of the resources of the national ‘ia of Alaska. 

Wey estas sar tate pom igh balan I would be 
eer aaeeh Grperar er nenn eye 
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Senator Gruentine. I think it would be useful to have you read it 
so that the witnesses here and others to come would have the benefit 
of it. If it merely goes into the record, the members of the committee 
will be able to profit by it, but the others will not. So if it is agree- 
able to you, I would prefer to have you read it. 

Governor Hernrzieman. I am firmly of the opinion that a very sub- 
stantial increase in the acreage limitation of coal land leases is éssen- 
tial to the development of a coal-mining industry in our State which 
can compete in the markets of the Pacific rim countries. 

Very large operating units, using the most modern machinery, will 
have to be provided to hold down costs; also an operating company 
will, in most cases, find it necessary to instal] all of the basie commu- 
nity facilities for its people in a remote area, and in many situations 
to provide railroad or some other form of transportation for the prod- 
uct to a tidewater harbor. 

The heavy investment required can only be financed and the opera- 
tion properly amortized by definitely tying a much larger volume of 
coal to the enterprise than is available on 2,560 acres of coal land. 

a in offering timber-cutting — in connection with 
the effort to develop the pulp industry in Alaska, which industry is 
now established there and operating’ successfully, showed the neces- 
sity of assuring a long-term supply of raw material to an Alaskan 
enterprise which requires a arey capital investment to operate on a 
basis allowing it to compete in the general markets. = 


In the case of the pulpmills, the investments ran to: $50. million 
and $60 million each and the timber-cutting awards to a term of 
50 years. Large-scale coal-mining operations can’ be expected to 
require equally impressive reserves of raw material. ‘The present coal- 


mining activities in Alaska are geared to a small local market and are 
confined to coal deposits close to the route of the Alaska Railroad. 
Apparently, the existing 2,560-acre limitation on coal lease’ lands has 
not been too restrictive for these operations, but projects destined to 
enter the coal markets of the world present an entirely different set 
of conditions that must be met. 
Alaska needs additional large and year-round industries to diver- 
sify and expand its economic foundation. A number of its huge de- 
posits of coal of various types appear to constitute a resource that 
can be made to contribute under present conditions to a satisfaction 
of these needs. Every inducement not inconsistent with the broad pub- 
lic interest might well be. offered at this time to encourage the estab- 
lishment of successful export coal operations. Such an inducement 
is the granting of adequate coal reserves to large and well-financed 
prospective operators. I strongly recommend ‘enactment of this bill. 
That finishes my statement... LAV OR 
Senator Gruenine. Thank you very much, Governor. 
The Department of the Interior does not quite go along with the 
sponsors of this bill, but it proposes an alternative by which the total 
available to — —— would, instead of being 30,720 acres, 
be 20,480 acres. Would that, in your view, be'as satisfactory as the 
larger area provided in the pill? | in b oe 
“ Governor Heinrziiman. Mr, Chairman, it would not be as satis- 
factory as the larger area, in trying to get these export operations irito 
Alaska. I think one that we are very anxious to have come into the 
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State and which is now under consideration, is going to require an 
investment of about $40 million. And I believe here in the States 
many of the large coal companies in Virginia and West Virginia have 
g much larger area than 30,000 acres of coal lands under ownership. 

Senator Gavanerra: Governor, having lived and actually worked in 
Alaska these many years, is it your experience that very frequently 
officials down here, in passing on legislation, do not fully appreciate 
the special climatic and land conditions that exist in Alaska? 

- Governor Hernrzteman. I have found that to be true in a great 
many cases. $ 

In my own case, as you know, I took a very large part in working up 
these timber contracts and trying to get ee into Alaska. 

Senator Gruentne. I think the people of Alaska appreciate your 
very great service inithat respect. It brought the first important year- 
round industry to Alaska. 

Governor HerntzteMan. Thank you. It was important to show the 
people in Washington, in the Interior Department and the Agricul- 
tare Department, who had interests in Alaska, in connection with 
these big’ projects, that we were going to have to offer better induce- 
ments in Alaska, put more timber under contract for example, than 
was necessary here in the States. 

Senator Grurnine. In other words, in a different area, the area 
of timber resources, for many years the Department, the Forest Serv- 
ice, was not fully aware that conditions in Alaska at a distance, and 
different crops, justified a modification in conditions which were 
reasonablé in other forests, and they finally did so modify them upon 
your recommendations, ‘and then we began to get some industry. 

Is that a correct. statement ? ' 

- Governor Hetnrzteman. Yes. We got the industry after the 
modification, .And you were very active in this, too, when you were 
Governor. And at that time the largest sale of timber-cutting rights 
ever madé in the States by the Forest Service, was around a billion 
ora billion and 4 half feet of timber, under long-term contract. Before 
we were able to get these big mills started in Alaska, it was necessary 
to put 714 billion feet of timber under contract for periods as long 
as50 years. oa 

There is another thing I would like to. mention, Mr, Chairman, in 
this connection; it is that this request to get a larger acreage uhder 
coal leasé, does not emanate from the present coal miners in Alaska 
all of whom are getting out steaming coal for local use and in limited 
quantities. I think last’ year perhaps the mining operations there, 
combined, prodticed about 700,000 tons of coal. We are talking now 
about an operation that will produce 2 or 8 million tons of coal a 


year. 
Coal of a Peon eae 


al of a pi is used for coking purposes and we have 
potential markets for our co ‘coal in the Pacific rim countries, in- 
cluding primarily Japan, but also PCIe Ie west coast countries 
of South America, and we hope, too, the Pacific Northwest of thé 
United ce ee , : 
If'we, in Alaska are going. to comtivie with the rest of the world in 
= markets, we must lave very large operations in order to get 
own costs. wig , 
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Senator Gruxzniye, Governor, if we developed this; coal with 4 
larger acreage, is it not likely that we would have a very substantia] 
market in on which would be good not merely for Alaska’s 
economy but for the whole U.S. economy ? 

Governor HemnrzteMan. It would be good for the economy of the 
entire United States. That is correct. And also it would be very 
beneficial to the Japanese. 

Senator Gruznine, In other words, it would help us i 
to build up other countries through trade, rather than aid, by giving, 
furnishing, to the Japanese a very important raw material resource 
which they do not now haye. 

Governor HuuyrzieMan. Iamsureofit. The Japonee steel indus- 
try people who want to buy part of this coal have told me they are now 
using 3 million tons of coking coal a year, and expect to be used 8 mil- 
lion tons in a few years. They have no coking coal on the islands, 
Before the war they got their coking coal from churia, and that 
is about the only. place nearby from which they could get it if they do 
nee get it. from Arnel 3 Den sure, aoa ¢ ous peor os 

tate Department, t artment would muc r this coa 

United States than have the Jap- 

I think you will remember that one of these large pulp prevets was 
initiated when the Japanese sent a mission to the State Departinent, 
and I was called in to Washington to see if it would be possible for 
the J apannee rayon and cellophane industry to get pulp from Alaska 
to replace the pulp which it had been getting out of Manchuria before 
the war. We worked out the plan for the Sitka mill, which is an 


the State of Alaska and to the United States as a whole. 
Senator GRuENING. ae pe would visualize a corresponding de- 


A prospective coal enterprise requiring an 
investment of $35 or $40 million is going to necessitate the putting of a 
own. of at leant $000 poeple into.gn area thet in now remote ; the build 
ing of at least 20 miles of railroad and maybe 60 miles of railroad ; and 
en forename Os & BOe te Denne. tele materia) $0. fidewnter for 
distribution in the rim countries. 
Senator Grugnixe. Then if I interpret your testimony correctly 
the burden of it is that this increase in limitation for 
mining is not primarily or even ineidentall 


y for the benefit of the few 
small operators now, but iy we in the aes of a Breet 
new industry, an industry would have an industry 

would bring additional people and employment to and would 
gres help us in our foreign efforts to build up the economy of Japan 


Governor Hetnrzieman. That is correct. 
Ber Bertnel Satneos toaietng cine Meek a on 
r. Berna n, Fairmont, W, Va., our 
next witness, is here do tests in of S. 1793. » : 
Mr. Sampson, would you be kind enough to come forward and pro- 
ceed in your own way. 
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STATEMENT OF BERNARD SAMPSON, CONSULTING ENGINEER, 
FAIRMONT, W. VA. 


. Mr. Sameson. Iam omen sir; I do not: have a written statement. 

- Senator Grurnine. Well, we always prefer written statements, be- 
cause they are easier to follow and easier for the stenotypist to make 
sure that the report is entirely accurate, but.it is not necessary. So 
please sit down and goright ahead. 

Mr. Sampson. My name is Bernard G: Sampson, from Fairmont, 
W. Va. I have been a consulting mining engineer for about 33 years. 

Senator Gruenine. Can you talk a little louder, so that the people 
in the back of the room can hear you ? 

Mr. Sampson. Yes; sir. 

I have made three trips to Alaska investigating the.coal deposits in 
certain areas. The coal occurs in ‘Alaska in an entirely different man- 
ner from in the other States. . It is more remote from transportation 
and occurs in very steep pitches. In some instances, it seems to be 
almost’ vertical and naturally poses an entirely different operating 

roblem. 

. In order to justify the investment which would be required in estab- 
lishing an operation in this area, at least 2 million tons of coal per 
year should be the production figures. In order'to produce this much 
coal a year, an investment of approximately $42 million would be re- 
quired. This would install proper transportation from the coal areas 
to the port for exporting, install the necessary equipment for the 
installation of the mining plant, and also certain housing and other 
facilities which would be required because of the distance of the plant 
from other areas. , 

The steam coal, which is now being developed in Alaska, seems to 
be ample at present for the demand, and as I understand is along the 
Alaskan Railroad: The metallurgical or coking coal is at a remote 
distance from any railroad or other means of transportation. 

Senator Gruentne. Where is that located, principally ? 

Mr. Sampson. It seems to me that the coking coal which could be 
readily mined and exported is in the Bering River area, probably 
60 miles east of Cordova. This area does have a coking quality coal 
which has been proven acceptable especially to the Japanese steel in- 
dustry and undoubtedly would be marketable along the western coast 
of South America, and, possibly, as the steel industry in the western 
portion of the United States develops, would have a market along the 
west coast. 

This ‘coal oectirs in this area over a total acreage of about 40.000 
acres. Undoubtedly, between certain areas of coal there are barren 
or void areas which would undoubtedly be included in a lease; but 
which would not be coal producing. Therefore the 2,500-acre limita- 
tion on leased land as at present would be entirely inadequate for the 
development of this coal. 

Before the coal can be developed, extensive exploration would be re- 
quired. This exploration we believe would cost. not'less than $1 
million, and no ¢ompany: would consider expending this amount of 
monéy to explore area unless they were assured if the coal was 
found in sufficient quantities that they would be able to have a Jease 
todevélopit.- | oi ROTES OR SF oe 
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The coal reserves which should be available to a plant of this size, 
roducing 2 million tons a year, and with the investment that would 
Be uired, should provide reserves of at least 150 million tons. This 
would definitely allow at least 75 million tons, or 50 percent of this coal, 
to be mined and recovered and marketed. This Sanes could be in- 
creased according to the conditions which could be found in explora- 
tion, but, conservatively, that 150 million tons of coal should be proven 
in the exploration. We do not know exactly how many acres of land 
would be required to produce this much coal, but it is my opinion 
that the total area involved in the Bering River should be included in 
a lease to an operating company. 

Possibly the 20,000 acres which has been mentioned would be 
sufficient, but it is my opinion that the 30,000 acres would be required to 
justify this area. ; 

Senator Grurentne. You ‘feel, though, there is a substantial differ- 
ence in the value of 30,000 as against 20,000. Of course, we are grati- 
fied to see the Department go along with the idea of a substantial in- 
crease from the present rather small total of 2,560 acres; but I am 
wondering whether, if this is going to mean substantial financing and 
heavy investment, it would not be easier to attach such investment 
through a potential 30,000 acres rather than 20,000. , 

Mr. Sampson. I think definitely the 30,000 acres would be more at- 
tractive and probably essential but no one will know that until the 
entire exploration program has been carried on and carried out. 

I really believe that the 30,000 will be necessary. eventually in this 
particular area to allow an operator to find a sufficient amount of re- 
serves to justify this investment. 

Senator Grurenine. Well, I think that those who share this view 
will be in a position to recommend to the Department that its modifi- 
cation is acceptable, provided it is willing to agree to raising the area 
to 80,720 or thereabouts, rather than the figure which they set at 20,400. 
And any additional evidence or information to buttress that view will 
be welcome. 

Apparently there is no basic disagreement, or there is no disagree- 
ment, on the desirability of giving the coal operators more acreage, 
and that is something I think we will have to work for. 

In the Bering River coalfields there are at present no roads. Would 
some highway extensions from Cordova or from the coast be helpful to 
the ceadaamann of coal mining there? 

Mr. Sampson. I think eventually it will be necessary. There is now 
approximately 36 miles of highway east from Cordova, and. there 
yal probably be from 25 to 30 additional miles required into coal- 

elds. ! 

Senator Gruentne. I think # communication on that subject would 
be appreciated, because in another Department of this Government we 
are working toward a comprehensive highway system, and wherever 
there is a special economic justification, it will be hel: to us in pre- 
senting our case tothe Congress. . : 

‘Mr. Sampson. The present highway east from Conlava goes at & 
point about. 36, miles from Comes, to, within 21.or 22 miles of the 
edge of this coalfield. From observation from.a plane and knowing 
the. terrain there, it does not seem to me it ‘would be at all difficult to 
continue this highway into this coalfield. And I think it would be 
essential in the operation of this coalfield. 
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.§enator ‘Grogninc. Thesburden of your testimony is that this leg- 
jslation is desirable and essential if we are going to have coal develop- 
ment, and that the larger figure is very much preferable to the smaller 
oe; that is, the 30,000 versus the 20,000? 

Mr. Sampson. 1 think that anyone developing this area would at 
jeast want to know if it were necessary they coat have the additional 


qereage. 
‘ unter Groening. Thank you very much, Mr. Sampson. 
Mr. Caplan, have you a statement on S. 1723? 
Mr. Cartan. Yes, sir. 
. Senator Gruznine. Is it very long? 
Mr. Cartan. Three or four minutes. 
Senator Gruzninc. Goahead. Will you read it, please? 
Mr. Capitan. Thank you. 
Mr. Frederick Ferguson is also here with me, and I would like to 
have him here at the table with me. 
Senator Gruenine. We are glad to have him. 


STATEMENT OF MAX CAPLAN, MINERALS STAFF OFFICER, BUREAU 
0F LAND MANAGEMENT, ACCOMPANIED BY FREDERICK N. FER- 
GUSON, OFFICE OF LEGISLATIVE COUNSEL, DEPARTMENT OF THE 
INTERIOR 


Mr. Cartan. The Department has submitted a report on this bill 
in which it has stated that it would not object to the enactment of this 
legislation if certain amendments were made. 

e leasing of coal on the public domain in Alaska is governed b 
the act of October 20, 1914 (38 Stat. 741) as amended (48 U.S.C. 


sec, eat Under this 1914 act the total acreage limitation on 


permits and leases in Alaska may not exceed 2,560 acres. 

The Mineral Leasing Act of February 25, 1920 (41 Stat. 437) as 
amended (30 U.S.C. sec. 181 et seq.), governs the leasing of coal, oil, 
and gas, and other leasable minerals on the public domain. This act 
is applicable to all of the States as well as Alaska except that coal in 
Alaska is leased under the provisions of the 1914 act. 

Under the 1920 Mineral Leasing Act which is applicable in all 
States except as to coal in Alaska, the acreage limitation on coal 
leases and permits is 10,240 acres in any one State, and in some cir- 
cumstances an additional 5,120 acres of coal leases may also be held. 

S. 1723 would-provide that the 1914 act be amended so as to permit 
a party to hold up to 30,720 acres of leases or permits in Alaska. 
The pepe believes that the present limitation of 2,560’ acres 
of coal leases and permits in Alaska is too stringent and tends to dis- 
courage investing In coal mining there. At the present time there is 
increased interest in coal production in Alaska for foreign export and 
it is believed that every effort should be made to indbie'thie timely and 
proper development of Alaska coal resources. 

ccordingly, it is felt that an increase in the maximum acreage 
which may be held under lease or permit in Alaska is desirable but 
the increase pro by S. 1723 to amend the 1914 act to raise the 
limitation to 30,720 acres isnot recommended: It seems illogical that 
the Mineral ing Act'should have application to the public domain 
both in Alaska:and the older States except with respect to.the matter 
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of coal, whieh is controlled by the 1914.aet. The coal leasing pro- 
visions of the 1920 act have proved generally sati { i. 
tion of the increased cost and difficulty due to the distance, terrain, 
and climate of coal mining in Alaska may be made by establishing 
for Alaska a greater maximum acreage for coal than is apelicable 
elsewhere. This is already the case so far as oil and easing ig 
concerned under the Mineral Leasing Act since acreage for oil and gas 
in Alaska may be held _— 100,000 acres while in each of the other 
States 46,080 acres may imi 
Alaska with respect to coal seems to be justified and it is recommended 
that in Alaska the basic limitation be set at 20,480 acres. Accord- 
ingly, we see no good reason to preserve the 1914 act which governs 
the leasing of coal in Alaska and it is suggested that this act be 
a _ the coal leas: ae ef oe on be made 
applicable in all respects to except that ic acre 
ae for Alaska be set at 2 a hap oe Rr 
e artment’s report suggests the language which would ac- 
complish the repeal of the 1914 act and the ee een of 
the act of February 25, 1920, which would bring about the recom- 
mended result 


Senator Gruenine. Mr. Caplan, I think the Department has made la 


a very constructive suggestion here in its approach to this question, 
and the only difference that. would seem to exist between the sponsors 
of the bill and those who are testifying for it is a quantitative one. 

The ase is: Should the change re in the bill be 24,400, 
or should it be the larger figure? And I hope that can be a matter 
of discussion and negotiation between the committee and the Depart- 
ment. And I wonder whether you could give me any information, 


if you have it, on just why this particular gare was arrived at. 


I mean, obviously those who drafted the parianenie report con- 
sidered 30,720 a larger than they felt advisable; but do you 
know why they particularly piers 20,480? Does that have reference 
to some other legislation? It is not an exactly round figure, either. 

Mr. Carian. Well, perhaps in this connection I should cover some- 
thing which has apparently not yet been developed. And that is that 
under the present Min eral ing Act, as it was amended last year— 
that would be the act of August 21, 1958, 72 Stat. 688—there can be 
an additional 5,120 acres of coal land leased in addition to the 10,240- 
acre limitation which is presently set out under the Mineral Leasing 

ct. 

Now, that additional 5,120 acres would also be appliable to Alaska 
over and about the 20,480 acres which is recommended. 

Please note that the Department’s report, on page 2, is to this effect. 
And I quote from the bottom of the second paragraph: _. 

Accordingly, we see no reason to preserve the 1914 act governing the leasing 
of coal in Alaska, and we suggest that it be and the coal leasing pro- 
visions of the 1920 act made applicable in all respects to as 

That. would mean that while we are sting a basic limitation 
of 20,480 acres—and the reason for that ire 1s that. it: is exactly 
—_— the ses ae is available in the a = aiemeonsle ~ 

ic limitation is acres, upon the type owing required by 

the act. of August 21, 1958,.upon a showing of additional need for 
leased the Secretary may, under certain circumstances, grant an 
additional 5,120 acres. 
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: | Senator Grurenine. Are those particular circumstances to be found 
in the legislation ? 
Mr. Carian. I can read from the law. 
Senator Groentnc. I wish you would. Will you give the citation ? 
Mr. Cartan. This is title 30, United States Code, section 184. I 
will read the section. 
sec. 184. LIMITATION ON NUMBER OF LEASES TO ONE PERSON; COMBINATIONS OR 
UNLAWFUL TRUSTS; OPTIONS. 
No person, association, or corporation, except as herein provided, shall take 
or hold coal leases or permits during the life of such lease.in any one State 


" Bexceeding an aggregate of 10,240 acres: Provided, That a person, association, 


or corporation may apply for coal leases or permits for acreage in addition to 
said 10,240 acres, which application or applications shall be in multiples of 40 
acres, Wot exceeding a total of 5,120 additional acres in such state, and shall 
contain a statement that the granting of a lease for such additional lands is 
necessary for the person, association, or corporation to carry on business eco- 
nomically and is in the public interest. 

Senator Gruenine. Yes. 

Now, naturally you cannot commit. the Department to any policy, 
“ Bbut I would like to explore with you the thought that since the de- 

mental report suggests a doubling of the acreage available for 

aska, whether in this amended bill we could not likewise double 

this particular provision so that it would read in the revised bill that 
it is sug, not exceeding a total of 10,240 additional acres. 

Would that. not seem a logical change? In other words, the De- 

artment concedes because of the special conditions in Alaska and 
hrger area of Alaska, that a substantially larger area should be made 
available, double the area that is available in the States. 

Then, as you pointed out, there is this additional provision which, 
under certain circumstances, will enable the coal operator to seek an 
additional 5,120 acres. 

Now, could not that possibly be increased, to double that amount, 
which would make the bill consistent all through ? 

What would be your reaction to that? 

Mr. Cartan. I know that in considering the report which was made 
it was felt that the recommendation of 20,480 acres which the De- 
partment had recommended nes plus the additional limitation 
which is provided for in the a egislation, came reasonably close 
to meeting the objectives of the legislation. 

In these circumstances, in considering these acreage limitations, one 
of the basic objectives of the act is always considered by the Depart- 
ment—the question of monopoly. At what point is competition de- 
creased and a monopoly aspect come to the fore? is true 
whether it is coal or oil or gas or any of the leasable minerals. 

So perhaps that is about as good an answer as I could give you at 
- des: epeceyyathr aig. amewetec meme o manelieenen: ight be, 

r. 

Senator Gruznrna. It was the fear of monopoly that prevented the 
le of Alaska from mining coal for many years. That was one of 
fees 

0: ® at we got no 
what teseted Vers usually in those early — 
barons who would monopolize and develop and leave the rectification 
of the situation to future legislation. Unfortunately, we did not go 


through that period. 
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We, of course, will communicate with the Secretary in writing, but, 
as you know, these formal communications sometimes take time to be 
processed, and I wish you would explore with the Department the 
possibility (a) of increasing this basic figure somewhat, the figure of 
20,480 acres, to bring it a little closer to the figure that. the legislation 
seeks; and (2) the possibility of likewise doubling this provision in 
section 184, which would seem logical in view of the fact that the De- 
partment is prepared to recommend the doubling of the original 

ts 


By exploring this personally, you might pee the result when we 
communicate formally and officially with the Department. 

Mr. Carian. I certainly will make the views known to the Depart. 
ment. 

Senator Gruenine. In this case we are all after the same objectives, 
There is just a difference of opinion as to what particular point, what 
quantitative figure is the proper one. 

I do not know if there is any more testimony to be had on this, 
Have you anything further you want to say ? 

Mr. Carian. I might just mention, as I did in my statement on oil 
and gas, the Department’s report on this bill has not yet been cleared 
with the Bureau of the Budget. 7 

Senator Gruentne. We understand that. 

Mr. Carian. Yes, sir. 

Senator Gruzntne. But I would doubt whether in this particular 
case the Bureau of the Budget will interpose any objection, seeing 
that there is no vast difference of opinion between the proponents of 
the bill and the Department. ; 

- That completes our witnesses on S. 1723. We will now take up 
. 1412. : 
Senator Bartlett, will you proceed with your testimony on that bill! 


[S. 1412] 


STATEMENT OF HON. E. L. BARTLETT, A U.S. SENATOR FROM THE 
: STATE OF ALASKA 


' Senator Bartietr. Thank you, Mr. Chairman. 7 
It was not until after the Alaska Statehood Act had become law 
that we discovered that one of its provisions was very hurtful to the 
new State. During the long consideration of statehood, the signif- 
eance of this particular provision had escaped the attention of all of 
us while we were concentrating on the bigger issue. 
This is the situation, Mr. Chairman: S. 1412 is designed to eliminate 
a provision in section 6(h) of the act of admission, which provides 
that lands under lease are withdrawn from possible State selection 
unless the lease was in effect on July 7, 1958, and unless the State se- 
lects such lands within 5 years after the effective date of the act. 
S. 1412 is designed:to limit the mysterious, arbitrary provision which 
prevents the State‘ from selecting lands under lease unless the leasé 
was in effect on July 7, 1958. ov tert By oldieone eis * 
- Since the beginning of the 86th ‘Congress; efforts have been made§ - 
to find out the ‘reason for the inclusion of the restriction under section § - 
6(h), which: S. 1412 would strike.: - The technical experts of this cor 
mittee were contacted, as were the technical experts of. the committe 
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in the other body. Even staff personnel who are no longer serving in 
the Government and who have gone on to other endeavors were asked 
to search their memories for the possible reasons for the July 7 pro- 
vision and its antecedents in earlier statehood bills. In practical 
terms, the —— created by the provision is immense. 

In the first place, the exclusion of millions of acres of land in 
Alaska will force the State to select land in a checkerboard pattern. 
This fact is of utmost importance. We must prevent that require- 
ment from continuing. 

It will be necessary to make selections in relatively small and nu- 
merous blocks in order to avoid selecting the more than 12 million 
acres of: land, Mr. Chairman, which have been placed under lease 
since July 7, 1958. 

During the past winter, the State was ee in making its se- 

lection because of a delay in the promulgation by the Department of 
the Interior of the applicable regulations governing selection under 
the Statehood Act. 
' As a result, the State has had no opportunity to make selections of 
land which have been placed under lease since January 3, 1959. Of 
course, the State of Alaska, which was not in being until January 3 
of this year, had no opportunity to make selections of land placed 
under lease between July and January. 

It may be that the provisions we have proposed to strike, for which 
no reason at all appears, was inserted somewhere along the historical 
line, when it could not have been contemplated that Alaska would be 
the scene of the intense leasing activities which have occurred since 
July 7. Such activities are probably not foreseeable. But in any 
case, we are confronted with the fact that the continued presence in 
the public law of this provision may render the State’s right of se- 
lection virtually nugatory. 

I cannot emphasize too strongly, Mr. Chairman, the importance of 
enacting this bill and enacting it speedily, because we are told that 
approximately 2 million acres of land every month are being re- 
moved from the State’s right of selection. I know that the Congress 
never intended that the State should be thus foreclosed. 

_ With about 40 million acres of land now under lease, or under ap- 
plication for lease; a situation could arise, if corrective legislative 
steps are'not taken forthwith, thatthe help which the Congress in~ 
tended for the new State will not be available because of this provi- 
sion in the statehood law itself. This act. was intended to be, on the 
part of the two committees and of the two Houses of the Congress, # 
most liberal statehood law—which it is such in most of its provisions. 

Senator Gruzntne. Thank you, Senator Bartlett. 

Mr. Holdsworth, we are prepared to hear your views on S. 1412— 
an act to amend the Alaska Admission Act to authorize the State to 
select’ the lands under oil and coal lease for 5 years after admission. - 

Will you proceed on that, please, Commissioner? 


STATEMENT OF PHIL HOLDSWORTH; COMMISSIONER 


RESOURCES, STATE OF ALASKA 


| Mr: Horpsworrn. By the ternis of the act of July 7, 1958 (Public 
Law 85-508), it was quite'evident that the Congressintendéd that the 
new State of Alaska be ‘given maximum manayement of its land and 


OF NATIONAL 
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resources as a means of financing the new status of statehood. The 
general: land grants provided for in the act. included mineral re. 
sources therein. At the time of Alaska’s admission into the Union, 
less than 1 percent of its land area had been surveyed. Under norma] 
operations, it would have been many years before general land sur- 
veys had reached a point whereby the usual two sections for each 
township normally granted to States would have become available to 
Alaska. In lien of this usual procedure lump-sum land grants were 
provided for. 

There are two restrictive provisions in the act relative to the selec- 
tion of lands on which Federal oil and gas leases already exist. Sec- 
tion 6(h) of the statehood bill provides that the State of Alaska may 
select lands which are under Federal oil and lease within the first 
5 years after admission into the Union on ing the oil and gas lease 
was issued prior to July 7, 1958. This latter provision does not seem 
to make sense. It appears to be an arbitrary date and we have found 
no reason or justification for its sepmeie the terms of the act. The 
State of Alaska is limited to selection within the first 5 years, which is 
equivalent to the normal initial term of an oil and gas lease. 

In the actual] administration or management of lands in Alaska by 
the Federal Bureau of Land Management, the original policy adopted 
in the adjudication or issuance of oil and gas leases was conducted on 
an area basis. This was necessary because of personnel limitations 
and the fact that in working by areas land status could be more rap- 
idly checked. As the land play in Alaska continued, the backlog of 
unprocessed offers increased tremendously and offerors began to insist 
upon the adjudication of leases in chronological order of application. 
As a result, the major areas of interest are covered by intermingled 
leases issued both before and after the arbitrary date of July 7, 1958. 

The State of Alaska, in making application for land selections 
under the general land grant provisions of the statehood bill, will 
select primarily areas of maximum surface use in the public interest. 
Unfortunately, the areas of maximum surface use potential are often 
identical to those areas lying within favorable geologic basins and 
which are already covered by oil and gas leases. Should the State 
select these areas with the present restrictive date of July 7, 1958, 
still is effect, the resultant selections would contain a checkerboarded 

attern of ownership—that is, tracks of federally owned and leased 
ands intermingled with State-owned lands on which a Federal oil 
and lease would exist. By the terms of the statehood bill, it 
then be necessary for the Federal Bureau of Land Management 
to by actual survey Federal lands which lie within large 
State selections. This would not only be time ie but un- 
necessarily costly for the Federal Government, and would result in 
mixed management of possible common oil producing areas. 

By way of explanation, on the date of passage of Public Law 85- 
508 (the arbitrary date of July 7, 1958, involved in the subject pro- 
viso), approximately 19 million acres of Jand were under Federal 
oil and gas lease in Alaska. Approximately 2 million of these acres 
were not available to State selection because of their withdrawn 
status under other provisions which would preclude State selection. 
Since July 7, 1958; approximately 25 million acres of Federal oil and 
ae ae issued. rding to the t terms of Pub- 
Law 85-508, this latter acreage is not available for State selection. 
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Unfortunately, it ha to cover some of our most es lands 
containing timber and agricultural possibilities as well as being suit- 
able for community expansion and other surface development. 

If Alaska is to attain financial independence as a full- mem- 
ber of the Union of States, it must have maximum man ent of 
its lands and the resources on and in those lands. We believe that 
the removal of the restrictive date of July 7, 1958, from the ‘provi- 
sions of section 6(h) of the act of July 7, 1958, will permit such man- 

ent which was the intent of Con in granting statehood. We 
Serofore recommend the p sis aig I think this be 
r. rman, use » again can 
lained a little bit. ar nano 
you can visualize these blue areas, which ‘are the areas presently 
under lease or application, you can see that they lie in the valleys 
close to tidewater, in most cases, with the exception of these three. 

Now, in each one of these areas of oil and gas leasing in 
intermingled are leases issued before July 7, 1958, and those i 
after that, date. 

Now, if, for ad the State should select the large tract of land 
within the Susitna Valley, our epee would require the Bureau 
of Land Management to physically go out into the field and survey 
out each Federal oil and gas lease which was issued after July 7, 

any other of land interest, in order to define 
other boundaries of the State’s selection, to be required by the 
provisions of the Federal statute. 

By the simple elimination of this date, the cost of. running those 
surveys would: be eliminated, and the State selection would have no 
effect on the existing oil and leases. So the actual lessee’s status 
does not change, except that his lessor becomes a different. party. 

We believe there is no need for such an increased burden on the 
Federal Government to do this surveying. Not only will it cost 
money, but it will take time. And the State would like to have man- 
agement of its selections within a reasonable period of years. 

Has the Department report been given on this? 

Senator Grusenine. Yes. 


. Yes, 

Mr. Horpsworrn. As I understand it, the Department took no 
particular stand on this legislation. The statement was that it was 
put in by the Congress, and it is up to the Congress to determine. 

Senator Grugnine. That is correct. i 

Mr. Hoitpswortx. I believe there is no objection on the part of the 

artment to this legislation. 
enator Gruentne. I think to keep the record uniform, following 
procedure in the-previous bills, in which the report of the De 
ment was read into the record, I will introduce it at this time. I will 
not take the time to. read it, because it interposes no objection, but 
be states that this is a matter for the determination of the 
ngress. 
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f The report of the Department of the Interior on-S. 1412 is ag 

follows :) 

U.S. DEPARTMENT OF THE INTERIOR, 
Washington, D.C., June 17, 1959. 

Hon. James BH. Murray, 

Chairman, Committee on Interior and Insular Affairs, 

U8, Senate, Washington, D.C. 


Deak Senator Murray: This is in response to your request for the views of 

this Department on S. 1412, a bill “To amend the Act of July 7, 1958, providing 
for the admission of the State of Alaska into the Union, relating to selection by 
‘the State of Alaska of certain lands made subject to lease, permit, license, or 
contract.” ; 
«<The purpose of 8. 1412 is to amend:section 6(h) of the Alaska Statehood Act 
so as to broaden the categories of lands eligible for selection by the new State 
of Alaska under land selection rights granted-in said act.. Under that act, grants 
of public land, amounting to about 105 million acres, were made or confirmed to 
the State... One provision of the act is that, in satisfaction of its grants, the 
State may not select any public lands covered by mineral leases, permits, 
licenses, or, contracts unless such leases, permits, licenses, or contracts were in 
effect July 7, 1958. The right to select such lands will terminate in January 
1964, 5 years after date of ‘admission of Alaska into the Union. 

This Department is of the opinion that since the Congress, in its wisdom, saw 
fit to Qualify the land selection rights granted in the first instance, it is a matter 
for the Congress. to decide whether. this qualification should be repealed. The 
Department of the Interior, therefore, offers no recommendation concerning 
the merits of this legislation. 

The provision sought to be amended by S. 1412 now reads as follows: 

“Any. lease, permit, license, or contract issued under the Mineral Leasing Act 
of February 25, 1920 (41 Stat. 437 ; 30 U.S.C., sec. 181 and following) , as amended, 
or under the Alaska Coal Leasing Act of October. 20, 1914 (38 Stat. 741; 30 
U.S.C., sec. 482 and following), as amended, shall have the effect of withdrawing 
the larids subject thereto from selection by the State of Alaska under this act, 
unless such lease, permit, license, or contract is in effect on the date of approval 
of this act, and unless an application to select such lands is filed with the Secre- 
tary of the Interior within a period of 5 years after the date of the admission of 
Alaska into the Union.” 

Enactment of S. 1412 would have the effect of deleting from the language 
above the words “unless such lease, permit, license, or contract is in effect on 
the date of approval of this Act, and”. ; FE See es 

Insofar as this particular subparagraph: is: concerned, under present law 
Alaska may, under its land-selection rights, select lands which either are 
“vacant, unappropriated, and unreserved” at the time of selection, or lands which 
on July 7, 1958 (the date of the Statehood Act) were under mineral or coal 
lease, permit, license, or conttact. It may not, select lands which were vacant, 
unappropriated, and unreserved on July 7, 1958, but which, after that date but 
prior. to the date of selection, went under mineral or coal lease, permit, license, 
‘or contract. 8S. 1412 would open up to selection this latter class of lands. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
EvmMer F. Bennett, 
Under Secretary of the Interior. 


_ Senator Grugnrne. Thank you very-much, Commissioner Holds- 
worth. We appreciate yourtestimony.... . 
-. Mr. Horpswortn. Thank you for the opportunity to present my 
statement. . . os Tt , : 
Senator Gruentne. We hope you will return later in the day, after 
you have testified before the House. 
Does —— from the Department of the Interior desire to testify 
on S. 1412 : 
The report of the Department indicates that there is no objection 
to this and that it should be left to the Congress. Is there any further 
testimony that the Department representatives desire to give? We 
will be glad to hear it. 





ne B for the present the testimony on S. 1412, 
The meeting will adjourn subject to the call of the chairman. 
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STATEMENT OF HAROLD HUCHMUTH, LANDS OFFICER, BUREAU 
OF LAND MANAGEMENT, DEPARTMENT OF THE INTERIOR 


Senator Gruenine. Will you give your name, please, and your posi- 
tion in the Department ? 

Mr. Hocumoutu. H. R. Hochmuth, Lands Officer, Bureau of Land 
Management. 

I was here to submit to any questioning that the committee would 
want to make on this. 

Senator Gruenine. I do not know of any now. 

I think that the Department’s report gives a green light to go ahead 
and present the report to the Congress. 

Mr. Hocumurn. That is true. The Department’s report of June 
17, 1959, is one of no recommendation, no objection. 

Senator Gruenine. Yes. 

Mr. Hocumourtu. It is one of those things. I do not think the De- 
partment can state why this provision of the statehood bill was en- 
acted. So therefore, from the viewpoint of the Department, it is a 
policy matter to be decided by the a RE 

Senator Grurentne. Thank you, Mr. Hochmuth. That concludes 





A BIL 


Bei 
of Am 


the le; 
appro’ 
sand fi 
in lieu 





APPENDIX 


{8. 1855, 86th Cong., Ist sess.]. 


A BILL To amend the Mineral Leasing Act of 1920 in order to increase certain acreage 
b ions with respect to the State of Alaska 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress. assembled, That section 27 of the Act entitled “An Act 
to promote the mining of coal, phosphate, oil, oil shale, gas, and sodium on the 
public oe approved February 25, 1920, as amended (30 U.S.C. 184) is 
amend pana (3 a : 

(1).in the»second: sentence thereof, by striking out the word “Territory” 
and substituting therefor the word “State” and by striking out the words 
“one hundred thousand acres granted hereunder” and substituting therefor 
the words “for both such types of leases and options, one million acres” ; 

(2) in the sixth sentence thereof, by inserting after the word “State” at 
the end thereof and before the period a comma and the following words: 
“except as is provided in this section in the case of the State of Alaska”. 


[S. 1723, 85th Cong., 1st sess.] 


A BILL To amend the Act providing for the leasing of coal lands in Alaska in order to 
increase the acreage limitation in such Act 


Be it enacted by the Senate and House of Representatives of the United States. 
of America in Congress assembled, That the Act entitled “An Act to provide for 
the leasing of coal lands.in the Territory of Alaska, and for other purposes”, 
approved October 20, 1914 (38 Stat. 741) is amended by striking out “two thou- 
sand five hundred and sixty acres” wherever it appears in such Act and inserting 
in lieu therof “thirty thousand seven hundred and twenty acres”. 


[S. 1412, 86th Cong., 1st sess.] 


A BILL To.amend the Act of July 7, 1958, providing for the admission of the State of 
Alaska into the Union, relating to selection by the State of Alaska of certain lands made 
subject to lease, permit, license, or contraet 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the first sentence of section 6(h) of 
Public Law 85-508 (72 Stat. 339) is amended to read as follows: “Any lease, 
permit, license, or contract issued under the Mineral Leasing Act of February 
25, 1920 (41 Stat. 487; 30 U.S.C. 181 and the following) as amended, or under 
the Alaska Coal Leasing Act of October 20, 1914 (38 Stat. 741; 30 U.S.C. 482 and 
the following), as amended, shall have the effect of withdrawing the lands 
subject thereto from selection by the State of Alaska under this Act, unless an 
application to select such lands is filed with the Secretary of the Interior within 
& period of five years after the date of the admission of Alaska into the Union.” 
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(Subsequent to the hearing, the following communications were 
directed to Secretary Seaton :) 


U.S. SENATE COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 


June 24, 1959, 
Hon. Frep A. SEATON, 
Secretary of the Interior, 
Department of the Interior, 
Washington, D.C. 


Deak Mr. Secretary: Please refer to the report signed by Acting Secretary 
Bennett, dated June 18, 1959, on S..1855, a bill sponsored by the Senators from 
Alaska to increase the acreage that may be held under oil.and gas lease and/or 
option in Alaska. This report while recommending against enactment of §, 
1855 did contain the welcome statement that “if other parties bring to the 
attention of the committee and the Congress justification for enactment of such 
a bill, S. 1855, we would be pleased to review our findings.” 

On behalf of the committee, I want to congratulate you and Mr. Bennett 
for this very fair and reasonable position, under the circumstances. 

As you know, public hearings were held on S. 1855 on June 19 at which de. 
partmental witnesses and others appeared. During the course of these hearings, 
very persuasive evidence was presented as to the need for an increase, such as 
envisioned by S. 1855, in the acreage limitation in Alaska in view of the vast 
area of the State, the very high proportion of lands held by the Federal Govern- 
ment, and the tremendous costs of oil and gas development in what is still 
primarily a wildcat area. In fact, one witness testified that the extreme expense 
of exploration north of the Brooks Range “would not warrant a company going 
into that area unless it could secure the right to investigate a minimum of 3 
million acres.” 

In contrast, during that hearing, numerous objections were voiced at that 
hearing to the validity of the factual assumptions underlying the proposal ad- 
vanced by your Department to “divide Alaska into two areas for oil and gas 
purposes. 

Both your proposal and that contained in S. 1855 recognize the need and the 
justice of increasing oil and gas acreage in Alaska to an amount greater than 
that in the other 48 States. 

I am submitting to you a copy of the transcript of the hearing on S. 1855, 
and ask that you consider the evidence and expert testimony presented. In the 
light of this evidence, it is earnestly hoped that you will review the Department's 
position of being in opposition to the measure. 

The committee would appreciate your further views on S. 1855 as soon as 
possible since action is essential for the development of the mineral resources 
of Alaska. 

Sincerely yours, 
JAMES EB. Murray, Chairman. 


U.S. SENATE, 
COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
June 23, 1959. 
Hon. Frep A. SEATON, 
Secretary of the Interior, 
Department of the Interior, 
Washington, D.C. 

Dear Mr. Secrerary: This will acknowledge the receipt of your letter of 
June 18, 1959, setting forth the views of your Department with respect to §. 
1723 which would amend the act of October 20, 1914, to increase the acreage 
oe on Federal coal lands to 30,720 acres from the present maximum of 

.060 acres. 

The committee is gratified that the Interior Department recognizes the need 
for amending the present Coal Leasing Act and has noted your recommendation 
that the leasable amount of such lands which may be leased in Alaska be set at 
a double the amount of such lands which may be leased in the other 

es, 

As you know, a public hearing was held on this measure on June 19, at which 
representatives of the Interior Department appeared and testified. Other ex- 
pert witnesses clearly established the fact that a much larger area is needed 
yA _— coal mining profitable in Alaska. Former Governor Heintzleman 
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“t am firmly of the opinion that a very substantial increase in the acreage 
limitation of coal land leases is essential to the development of a coal mining 
dustry in our State which can compete in the markets of the Pacific rim 

untries.” 

P ikewise, Bernard Sampson, consulting engineer from West Virginia stated: 
“{ really believe that the 30,000 (acres) will be necessary eventually in this 
srticular area to allow an operator to find a sufficient amount of reserves to 
ustify this investment.” 

In the light of this and other testimony at this hearing, it would be appreciated 

you would review the position taken by the Department with respect to S. 
723 and inform the committee whether the Department of the Interior would 
not now support the provisions of the bill as introduced to increase coal leasing 
ereage in Alaska to 30,720 acres. 

A copy of a transcript of the hearings is being sent to the Department, and 
he committee is certain you will find a basis in it for concurrence with the views 

the Senators from Alaska. 

Sincerely yours, 
JAMES E. Murray, Chairman. 
x 














